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MUTUAL SECURITY ACT OF 1952 


Aprit 30, 1952.—Ordered to be printed, with illustrations 


Mr. Connat ty, from the Committee on Foreign Relations, under the 
authority of the order of the Senate of April 28, 1952, submitted 
the following 


REPORT 
{To accompany S. 3086] 


The Committee on Foreign Relations, having had under considera- 
tion the message from the President of the United States of March 
6, 1952, recommending the continuance of the Mutual Security 
Program for the fiscal year ending June 30, 1953, reports its own bill, 
S. 3086, and recommends that it do pass. 


A. INTRODUCTION 
1. PURPOSE OF THE BILL 


The purpose of this bill is to authorize funds for United States 
military, economic, and technical assistance to certain friendly na- 
tions. It continues the Mutual Security Act of 1951 by authorizing 
the appropriation during fiscal 1953 of $6,900,000,000 and also 
authorizes the appropriation of $20,962,000 as a United States con- 
tribution to the International Children’s Emergency Fund. <A few 
minor amendments are made to the Mutual Security Act of 1951, 
the Mutual Defense Assistance Act of 1949. and the Act for Inter- 
national Development. 


2. COMMITTEE ACTION 


On March 6, 1952, the President, in a message to the Congress, 
recommended the continuation of the Mutual Security Act of 1951 for 
the fiscal year 1953. as “essential to advance our program for world 
peace and to protect the security of the United States.”’ 

The committee began its consideration of the draft legislation pro- 
posed by the administration with public hearings together with the 
Senate Armed Services Committee and the House Foreign Affairs 
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Committee on March 13, when it heard the prepared statements of 
W. Averell Harriman, Director for Mutual Securitv; Dean Acheson, 
Secretary of State; Robert A. Lovett, Secretary of Defense: and Gen. 
Omar N. Bradley, Chairman of the Joint Chiefs of Staff. There- 
after, the Committee on Foreign Relations continued its public hear- 
ings with the examination of Mr. Harriman on March 14 and 17, and 
of Mr. Acheson on March 18. For the remainder of the hearings with 
the exception of a public hearing on March 28, the committee moved 
into executive sessions, where Secretary Lovett was questioned on 
March 19 and 20, and General Bradley on March 31. 

After the opening general survey of the program, the committee 
took further testimony on certain areas from Hon. William H. Draper, 
Jr., United States special representative in Europe, March 21, on 
economic aid to Europe; from Gen. Alfred M. Gruenther, Chief of 
Staff, Supreme Headquarters, Allied Powers in Europe, March 24, on 
the European military program; from Hon. David K. Bruce, Under 
Secretary of State and former United States Ambassador to France, 
March 25, on Franee; from William S. Batt, mission chief for United 
Kingdom, Mutual Security Ageney, March 26, on Great Britain; and 
from Maj. Gen. William H. Arnold, Chief, Joint American Military 
Mission for Aid to Turkey, March 31, on military assistance to Greece 
and Turkey. 

The details of the program were presented to the committee by a 
team headed by C. Tyler Wood, Associate Deputy Director, Mutual 
Security Agency (MSA), and consisting of Harlan Cleveland, Assist- 
ant Administrator for Europe, MSA; Gen. George Olmsted, Director, 
Office of Militarv Assistance, Department of Defense; and Jonathan 
B. Bingham, Acting Administrator, Technical Cooperation Admin- 
istration, Department-of State. This team with some additions and 
substitutions noted below testified on March 26, 27, April 1, 2, 3, and 
4. During the course of this detailed area by area and program by 
program presentation, the committee also heard the following repre- 
sentatives of the executive branch on special topics: Arthur Z. 
Gardiner, economic adviser, Bureau of Near Eastern, South Asian, 
and African Affairs, Department of State, March 27, ‘April 1 and 3, 
on the Near East eeonomic and technical assistance programs; Edwin 
M. Martin, Director, Office of European Regional Affairs, Depart- 
ment of State, March 27, on Austria; Stanley Andrews, consultant to 
the Secretary of State for technical cooperation programs and now 
Administrator for Technical Cooperation, April 2 and 3, on TCA pro- 
grams; Kenneth R. Iverson, President, Institute of Inter-American 
Affairs, April 3, on Latin America; Hon. Edward G. Miller, Assistant 
Secretary of State for Latin America, April 3, and Hon. John M. Alli- 
son, Assistant Secretary of State for Far Eastern Affairs, April 4, on 
the Far East. 

On March 28 the committee heard witnesses in public session. 
Senator Ralph E. Flanders and 18 other persons, representing national 
organizations or their individual views, were heard. Most of these 
witnesses not only presented an oral statement but a written statement 
for insertion in the record as well. Organizations whose point of view 
was presented to the committee included the American Association 
for the United Nations, the Association of International Develop- 
ment, the Congress of Industrial Organizations, the American Federa- 
tion of Labor, the American Farm Bureau Federation, the National 
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Grange, and the National Farmers Union. In addition, the committee 
extended an invitation to all interested parties who did not want to 
appear in person to insert written statements in the record, and many 
organizations availed themselves of this privilege. ‘The committee 
there by obtained for the use of the Senate the fullest possible record 
of private views. 

The hearings were followed by a series of executive sessions on April 
7, 16, 17, 18, 21; 28, and 30 during which time, the committee carefully 
examined and redrafted the proposed legislation. On April 28, the 
committee voted 9-3 to cut the total amount by $1,000,000,000, the 
cut to be distributed in equal percentages up to the closest round 
figure between all areas and programs. After that the committee 
voted without objection to report the bill favorably to the Senate. 


8. PUBLIC ATTITUDES TOWARD PROGRAM 


The committee was glad to have the views of private organizations 
and individuals which it received during the course of the hearings. 
Of the 18 witnesses heard, only two expressed opposition to the pro- 
gram altogether. The committee feels it is significant that of the 
16 supporting the program, 8 strongly favored the technical assist- 
ance program and economic support for Western Europe and vigor- 
ously contended that if cuts had to be made, these programs should 
not be cut. . These views were put forth by organizations such as 
the National Council of Churches, the Council for Social Action, 
the American Association for the United Nations, the Brethren Service 
Commission, the American Farm Bureau Federation, the American 
Federation of Labor, the National Grange, and the Congress of 
Industrial Organizations. One of the organizations opposing the 
draft. bill supported the TCA, program. Some of the organiza- 
tions, While favoring the program as a whole, recommended the tight- 
ening up. of certain aspects of it.. Among these were the Detroit 
Board of C ommerce, the American Farm Bureau Federation, and the 
Association for International Development, 

The study of the Council on Foreign Relations on Foreign Aid and 
the National Interest was brought to the attention of the committee. 
This study of the attitudes of 790 citizens of 25 cities showed that m 
the opinion of these indiv idunla the sum of 350,000,000 000 spent by 
the United States on foreign aid since 1949 has been helpful in main- 
taining the security of the United States, has been justified by the 
results, and has been about the right amount. The persons polled 
further showed the feeling that the fiscal vear 1953 program should 
be below the 1949-52 range, with military aid somewhat higher than 
economic aid, 

The Committee on Present Danger also gave the committee its 
recommendations. In addition to voicing general support for. the 
program as a whole, the committee presented some specific recom- 
mendations, suggesting (1) that larger responsibility for the program 
be shifted to American officials in Paris; (2) that the division between 
military and economic aid should be eliminated or greater flexibility 
provided between the two types of aid; (3) that greater emphasis 
should be placed on offshore procurement to enable Europe to earn 
foreign exchange; (4) that the Armed Forces should be exempted from 
procurement laws which prevent ‘offshore procurement’’; and (5) 
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that high priority should be given to the delivery of military end 
items to NATO. 

The committee considered the suggestions made by the private 
organizations and individuals in the process of marking up the bill. 


4. THE ADMINISTRATION’S PROPOSAL FOR 1953 


The President on March 6 asked the Congress to authorize the 
appropriation of a total of $7,900,000,000 for military, economic, and 
technical assistance to foreign nations. The recommended program 
was as follows: 

Proposed Mutual Security Program, 19538 


{In millions} 


Economic 


Direct Defense ? ; 
military support and tech- | Area total 
. nical 
Europe sd : | 14,145 21,819 ; 5, 964 
Near East and Afric: ‘ ; : 606 196 802 
Asia and the Pacific : 611 es 3 408 1,019 
American Republics 62 |. ; 22 84 
Multilateral technical assistance, migration, and relief 
package freight cls : | 5 30 30 
Sco pinthacnatan toned ree 45,425 | 1, 819 656 | 47,900 


' Includes $75 million for participation in SHAPE and other international security organizations; Battle 
Act expenses; and administrative expenses for all titles. 

? Includes economic assistance for Austria. 

’ Includes assistance to support military efforts in southeast Asia and the Pacific. 

* Columns do not add to totals because of rounding. 


The Foreign Relations Committee during its examination of the 
President’s proposals studied the country programs in detail. It 
requested and received information on the tentative programs for each 
country, giving particular attention to the military end items sched- 
uled for delivery to Western Europe as part of the Lisbon plan to 
build 50 divisions in Western Europe by the end of calendar 1952 

It would breach national security to reveal the details of the military 
program in order to show items scheduled for delivery under the 
authorizations of this program. The tables which follow, therefore, 
give the military assistance figures only by area and indicate only the 
breakdown between matériel and training. 

With respect to defense support, economic aid, and technical 
assistance figures, however, it is possible to indicate the general pro- 
posed distribution of this aid on a country-by-country basis. These 
figures are given below. The committee puts these figures in the 
report, however, with the warning that they are illustrative of the 
planned distribution of the funds and not to be taken as commitments 
in any way to any country. It is possible, for example, that some 
countries may not do enough to belp themselves and under those 
circumstances the committee would expect the President, to exercise 
his discretion and stop or reduce aid. In other cases it may be that 
the security of the United States would better be assured by trans- 
ferring funds from one country program to another country. The 
President has this discretion as between countries and, to a limited 
extent, between titles as well. 

It should also be noted that the breakdown which follows is based 
upon the President’s proposal for authorizations in the amount of 
$7.9 billion and does not take into account the revisions in this pro- 
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gram which will be necessary as the result of the reductions recom- 


mended by the Foreign Relations Committee. 


Mutual Security authorization request 1953 


I. Military assistance: 
A. Country programs: 


1. Matériel__- $3, 914, 
2. Training z 155, 


B. Participation in SHAPE and other international secu- 
rity organizations; Control Act expenses; and ad- 
ministrative expenses for all programs and titles- - 75, 


Total military assistance 4, 145, 
Il. Defense support assistance: 
A. Country programs: 


Austria 1 S86, 
Denmark ‘ 20, 
France $20, 
Germany (Federal Republic 160, 
Greece 145 
Iceland 1 
Italy 110, 
Netherlands Dasaue ae sea 80, 
Norway 10, 
Turkey 70, 
United Kingdom 590, 
Yugoslavia 78, 
B. Other: 
Technical assistance 22, 
Basic materials development 27, 
Total, defense support assistance 1, 819, 
Total, title | 5, 964, 
rITLE II—-NEAR EAST AND AFRICA 
[. Military assistance: 
A. Country programs: ° 
1. Matériel 601, 
2. Training__- 5, 
Total military assistance 606 
II. Economie assistance and technical cooperation: 
A. Country technical cooperation (point 4) programs: 
1. Near East: 
lran nahn 25, 
Israel a 
Arab States (Egypt, Iraq, Jordan, Leba- 
non, Saudi Arabia, Svria, Yemen) 23, 
2. Independent Africa: 
Ethiopia * iF 
Liberia. - ¥ 
Liby a e A 
3. Other programs: 
1. Palestine refugee program ze 65, 
2. Israel refugee program 7 76 
r il econ it f ind tech- 
‘al ( era iH 
Total title I] S02 


S65 
134 


000 


000 


000 


O00. 
O00. 


000 
200 
000 


OOO. 
O00. 


000 


O00. 


000 
000 


OOO. 
O00. 


200 


200 


000 
000 


500. 


000 


250. 


250. 


000 
000 


& 


0 
0 
0 
0 
{) 
0 
0) 
0 


0 
0 
0 


0 
0 


0 
0 


0 
0 
0 


0) 
0 
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Mutual Security authorization request 1953—Continued 


TITLE III—ASIA AND PACIFIC 
I. Military assistance: 
A. Country programs: 
1. Matériel__- ‘ $603, 582. 2 
y ey ‘ ; 7, 647. 8 
Total military assistance sti emmasiebaniicsir nd sesniaiaiien 611, 230. 0 
II. Economic and technical assistance: 
A. Under Mutual Security Agency: 
1. Country programs in southeast Asia, including 
assistance to support military effort: 


Jurma 18, 000. 0 
Formosa : : 115, 000. 0 
Indochina 65, 000. 0 
Indonesia . E 8, 000. 0 
Philippines 32, 000. 0 
Thailand : 7, 000. 0 

2. Basic materials development 13, 000. 0 
Total nit 258, 000. 0 


B. Under Technical Cooperation Administration, Depart- 
ment of State: 


Afghanistan 800. 0 
Cevlon 150. O 
India : as : 115, 000. 0 
Nepal é 250. 0 
Pakistan ; 33, 500. 0 
Total kak De 150, 000. 0 
Total economie and technical assistance. _ 108, 000. 0 
Total title III 5 lh 1, 019, 230. 0 


TITLE IV AMERICAN REPUBLICS 


I. Military assistance: 


A. Country progr@@hs: 


1. Matériel pte 60, 341. 7 
2. Training -_-- \ ¢ 2,058. 3 

Total military assistance _..— _- 304 62, 400. 0 

II. Technical assistance: 
A. Country programs: 

Bolivia Jez 33 i 1, 467. 0 
Brasil... ee a eie ean om seh 4, 169.0 
Chile _ - ie . ; ; loute 1, 237. 0 
OColbmobéésob —cu7) - tee DD ees 23 : 837. 0 
Costa Rica. -aisyé. widesé- the i 1, 176.0 
Cuba_- enw. Jaalis tiobwsl. « 278. 0 
Dominican Republic_--- ~onbigoids ul - ‘ 342. 0 
Ecuador__. ..-- dauumed ate : 1, 381. 0 
El Salvador... __-_. evil 767. 0 
Guatemala_ __-__- witetnous sadsOr .£ 237. 0 
Haiti... .. ote tun eonulaLesiivel Bad 779. 0 
Honduras... ...ciemoax paxuter lngzel - 859. 0 
Mexico ; fe 1, 132. 0 
Nicatagiiansunicius. sic. lai 909. 0 
Panama.__-- wobmygaemo-lwda 1, 075. 0 
Paraguay _. 1, 213. 0 
NE re ke dai ES ai J.a13it Leino’ - - At 2, 128. 0 
Uruguay i eiend : ‘ 536. 0 


MARARNEANS 610d Le busloni-wd eieaiien -~dsoncue-caucted-Jeaaane 172. 0 
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Mutual Security authorization request 1953—Continued 
TITLE IV—AMBERICAN REPUBLICS—continued 


II. Technical assistance—Continued 


Re Resionalhtyvne proiects: +..-------.-.-..+......-<-. $1, 306. 0 
Total technical assistance _ — - -- seats chan aise ode 22, 000. 0 
Total title [Viiso..-- pe ae ; Sala ao oe 84, 400. 0 

TITLE V 
Multilateral technical cooperation. - _ - eae : ee 17, 000. 0 
Emigration of surplus manpower - - 10, 000. 0 
Ocean freight-voluntary relief packages___ ee 2, 800. 0 
Total title V- Bn 29, 800. 0 
Total authorization request- - ma : 7, 900, 000. O 


Prepared by Comptroller, Office of Director for Mutual Security, April 8, 1952. 
5. THE COMMITTEE BILL 


At the conclusion of the hearings the committee serutinized the 
requests for each authorization and considered the ability of the 
American economy to bear these costs. ‘The committee was convinced 
that on the whole the mutual security proposals were based upon 
careful study and screening but in some cases the requests for funds 
were larger than the committee wished to approve. Consideration 
was given to cutting authorizations item by item, but this approach 
was rejected. Instead, the committee voted to reduce the amounts 
requested by $1,000,000,000 and to permit the administration to 
retain its present authority for 10 percent transfers within certam 
titles and between titles if the funds are to be used for the same general 
purposes. For example, 10 percent of the funds made available for 
economic and technical assistance in any title, including defense sup- 
port in title 1, could be used for economic or technical assistance im 
another. While the committee reduced each amount requested by the 
administration across the board by about 12.6 percent, the flexibility 
given the administration by the transferability provisions will permit 
limited transfers for the purpose of adapting cuts to needs and to 
suggestions made in subsequent sections of this report. 

Last vear a total of $7,328,903,976 was appropriated pursuant to the 
authorizations contained in the Mutual Security Act of 1951. For 
fiscal 1953, total authorizations for the same programs are $6,900 ,000,- 
000. In addition, $20,962,000 is authorized for the International 
Children’s Emergeney Fund. 

The table which follows indicates committee action on the Presi- 
dent’s requests. 
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| 








President’s Exact percent- Adjusted 
request | age reduction totals 
Title I: 
Military $4, 145, 000, 000 ¥. 620, 316, 457 $3, 620, 317, 000 
Economic... 1, 819, 200, 000 , 588, 921, 519 , 588, 922, 000 
Title IT: 
Military ____. . 606, 370, 000 , 304 529, 614, 000 
Technical assistance... 55, 000, 000 37, 975 48, 038, 000 
Palestine refugees -- ‘ 65, 000, 000 ; , 152 56, 772, 000 
Israel refugees_.--- 76, 000, 000 379, 747 66, 380, 000 
Title III: 
Military os i . 611, 230, 000 533, 859, 114 533, 859, 000 
Economic. -- piaiesselipign d 4 408, 000, 000 356, 354, 430 356, 354, 000 
Title IV: 
Military PARE G Sep 62, 400, 000 54, 501, 000 
Technical assistance. ee ees 22, 000, 000 19, 215, 000 
Emigration a a 10, 000, 000 8, 734, 000 
Ocean freight ‘ ema a0 2, 800, 000 2, 446, 000 
Multilateral. _. ; iy aks a 17, 000, 000 14, 848, 000 
Total ..-. 7,900,000, 000 6, 900, 000, 000 6, 900, 000, 000 
Children’s fund_..... bie wets 24, 000, 000 20, 962, 025 20, 962, 00 


In the sections which follow there appear some charts and tables 
which are based upon the administration’s request for funds and not 
upon the reduced figures authorized by the bill now reported. Time 
limitations have prevented the adaptation of these tables and charts to 
the figures reported in this bill. 


6. THE PROVISIONS OF THE PROPOSED BILL 


Section 2.—This section amends the Mutual Security Act of 1951 by 
adding to the statement of purposes in that act, a statement that 
Congress welcomes recent progress in Europe moving in the direction 
of political federation, military integration, and economic unification. 
It also authorizes the furnishing of assistance directly to (1) the North 
Atlantic Treaty Organization, (2) the European Coal and Steel 
Community, and (3) “the organization which may evolve from current 
international discussions conce rning a European defense community.”’ 

The committee was not completely satisfied with the genet rality 
implicit in this last description, made necessary by the fact that the 
European Defense Community which is to be the political basis from 
which the proposed European army will operate, has not yet formally 
come into being. At the time the committee considered this matter 
negotiations were still under way. If the European Defense Treaty 
is concluded before this bill becomes law, the committee expects to 
make this language more specific so that it will be clear that assistance 
may be given directly to the agency responsible for the development of 
the European army. 

Section 3 (a)—This section authorizes the appropriation of 
$3 ,620,317,000 for military assistance to Western Europe and con- 
tinues available any unexpended balances of earlier appropriations 
for this purpose through June 30, 1953. The balances are to be con- 
tinued available for “their original purposes” which means that funds 
last year authorized in the amount of $100,000,000 for assistance to 
selected escapees will continue available for the same purpose during 
fiscal 1953. 

Section 3 (b)——This paragraph authorizes the appropriation of 
$1,588,922,000 for economic and defense support assistance to Kurope, 
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and continues available any unexpended balances from earlier appro- 
priations for this purpose through June 30, 1953. 

Section 3 (c).—This section authorizes the carr y-over of unexpended 
balances of the appropriation made last year for assistance to Spain. 
There was no special provision in the authorizing legislation last year 
for Spain, but the appropriations bill carried $100,000,000 expressly 
earmarked for Spain. This amount has not been obligated because 
agreement has not yet been reached with Spain on the terms under 
which this money would be made available. 

Section 4 (a) -This section authorizes the appropriation of 
$529,614,000 for military assistance to countries in the Néar East and 
continues available any unexpended balances of earlier appropriations 
for this area through June 30, 1953. 

Section 4 (b).—This section authorizes the appropriation of $48, 
038,000 for economic and technical assistance for the Near East and 
Africa and authorizes the carry-over of any unexpended balances 

Section 4 (e).—Under this section, $56,772,000 is authorized for the 
1953 United States contribution to the United Nations Palestine 
Refugee Organization and $66,380,000 for giving assistance to Israel 
under section 205. To the extent that funds authorized by this see- 
tion cannot be used for Arab refugees or for those in Israel, they may 
be used for economic and technical purposes under the preceeding 
section. 

Section 5 (a).--This section authorizes the appropriation of $533,- 
859,000 for military and other assistance to countries in Asia and the 
Pacific and authorizes the carry-over of unexpended balances. 

Section 5 (b).—By this section the bill authorizes the appropriation 
of $356,354,000 for economic and technical assistance for Asia and the 
Pacific and the carry-over of any unexpended balances. | It makes it 
clear that funds used in this area for economic assistance are not to 
be limited by the provision of section 503 of the Mutual Security Ac t 
of 1951 which provides that economic assistance after June 30, 195 
is to be for the purpose of carrying out mutual defense programs. 

Section 5 (e).-This section makes it clear that funds heretofore 
appropriated for giving assistance to limited numbers of Chinese and 
Korean students in the United States are to continue to be available 
until expended. 

Section 5 (d).—This section continues available for appropriation 
through fiscal 1953 the amount of $45,000,000 for Korean. relief. 
This sum was authorized for appropriation last year but was not 
appropriated. 

Section 5 (e).—This section is a carry-over provision continuing the 
availability of unexpended balances of funds made available last year 
from earlier appropriations. 

Section 5 (f) and (g).—-These paragraphs have the following effect: 

They substitute a new provision for the present set-off provision in subsection 
303 (b) of the Mutual Security Act of 1951. The existing language requires the 
United States contribution to the United Nations Korean Relief Administration, 
authorized by section 303, to be reduced by the value of relief assistance supplied 
to Korea after the United Nations Korean Relief Administration starts opera- 
tions in Korea. The new provision expressly authorizes the Department of the 
Army, when the United Nations Korean Relief Administration assumes full 
responsibility for relief and rehabilitation in Korea, to turn over to United Na- 
tions Korean Relief Administration up to $67,500,000 worth of the goods and 
services it has on hand or on order for Korean relief; and it requires that the value 
of goods and services contributed to United Nations Korean Relief Administra- 
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tion from this Army pipeline be credited against the total amount the United 
States is pledged to contribute to United Nations Korean Relief Administration. 
The contribution from the pipeline would thus be in addition to any cash con- 
tribution made to United Nations Korean Religf Administration out of appro- 
priations authorized by section 803, and would not, as now required, have to be 
deducted from the cash contribution presently authorized by that section, 

Section 6,—This section authorizes the appropriation of $54,501,000 
for military assistance and $19,215,000 for technical assistance for 
Latin America. The section also authorizes the carry-over of any 
unexpended balances, 

Section 7 (a).—This section repeals section 514 of the Mutual 
Security Act of 1951 which authorized the use of $55,000,000 of 
economic assistance funds for the promotion of the production of 
strategic materials. This section is no longer necessary because the 
activities of the former ECA in promoting the production of critical 
materials have been assumed by the Defense Materials Procurement 
Agency which has its own funds and loan authority for projects of 
this type. 

This section also repeals section 522 of the Mutual Seeurity Act of 
1951 which required that at least 10 percent of economic assistance 
provided by the MSA under the Economic Cooperation Act was to 
be in the form of loans. The committee received testimony that this 
provision was endangering the defense support program and might 
have a most serious effect on the serviceability of American loans 
in countries receiving assistance. 

Section 7 (b).—This is a clarifying amendment described as follows: 

This is a perfecting amendment designed to clarify the meanings of section 
519 (2) of the Mutual Security Act of 1951. That section permits use of a limited 
part of the sums appropriated for economical and technical assistance in the title 
Il and title LI] areas to acquire foreign currencies needed for the MSA programs 
in those areas. The special authority set out in section 519 (a) was requested by 
the executive branch last year because the Economie Cooperation Act does not 
permit the direct acquisition of local currencies by MSA, except for United States 
administrative needs, and it was anticipated that some of the MSA (then ECA) 
country programs, especially those just beginning last vear, would require the 
expenditure of local. eurrencies before any counterpart was generated. The 
section was rewritten several times during the course of last year’s presentation. 
As it finally came out, it is ambiguous and might be construed to apply to the 
acquisition of foreign currencies by TCA as well as MSA. Since the Act for 
International Development has always permitted the purchase of foreign cur- 
reneies, this construction of section 519 (a) would have the effect of setting a 
limitation on the amount of foreign currencies that could be acquired by TCA, 
whereas the intent of the section was merely to grant new authority to MSA. 
Although it seems clear that section 519 (a) was not intended to have this effect 
and should not be so construed, it seems desirable to make the section speak 
plainly to this effect. 

Section 7 (e).—-This section adds six new sections to the Mutual 
Security Act of 1951, the first of which allows the President to exempt 
from certain contract and aceounti g laws the activities of the Depart- 
ment of Defense in connection with such operations as offshore 
procurement. Many contract and accounting laws are not suitable 
for the special kinds of activities carried on under this program. 

New section 533 (a) will authorize the employment under the Mutual 
Security Act or the Battle Act of retired military officers and will 
permit them to receive pay in such positions provided they do not add 
their retirement pay to their compensation in the civilian position. 
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New section 533 (b) will make it possible for officers of the United 
States Public Health Service and officers of the Coast and Geodetie 
Survey assigned to work in the Mutual Security Program. to receive 
allowances and benefits on the same basis as other officers receiving 
such allowances and benefits under the terms of Foreign Service Act 
of 1946. 

New section 534 authorizes the President to contribute $8,734,000 
to the Provisional Intergovernmental Committee for the Movement of 
Migrants from Europe. Last year $10,000,000 was made available 
for similar purposes. 

New section 535 continues the authority of the Government to pay 
ocean freight charges on shipments of relief supplies overseas. The 
authority is also given to pay ocean freight on shipments by voluntary 
nonprofit relief agencies to any country eligible for economic and 
technical assistance under this act. Not to exceed $2,446,000 is to 
be available for this purpose. 

New section 536 continues in effect the provisions of the Economic 
Cooperation Act which authorize the extension of guaranties to 
promote the distribution in foreign countries of informational media. 
This authority would have expired under the provisions of section 502 
(c) of the Mutual Security Aet of 1951. 

Section 8 (a).— This section increases by $200,000,000 the amount 
of excess equipment for United States military stocks which can be 
made available for’ shipment to our allies. If excess equipment in 
this amount is shipped abroad it is paid from the funds authorized for 
military assistance under the terms of this bill. 

Section 8 (b).—This seetion amends section 408 (e) of the Mutual 
Defense Assistance Act of 1949 as follows: 


1) First, all countries eligible for grant-militarv assistance under titles I 
through IV of the Mutual Seeurity Act of 1951 are made eligible to receive 
materials and equipment under seetion 408 (e As the section now stands, 


countries not eligible for grant-militarv assistance under titles I, II], and III of 
the Mutual Defense Assistance Act are not eligible for assistance under section 
105 (e) unless (a they have joined with the United States in a collective defense 
arrangement or, (6) if ineligible to join such an arrangement, their military 
strength is important to United States security. This has had the practical 
effect of excluding from eligibility under seetion 408 (e) certain countries in the 
Near Kast and Latin America, which are, however, eligible for grant-military 
assistance. The amendment removes the paradoxical situation of our being 
able to give, but not sell, arms to these countries 
2) Second, language is added explicitly permitting military assistance to be 

furnished on a reimbursable basis to international military organizations or 
headquarters such as SHAPE or the proposed Kuropean Defense Community 
EDC). This would give express authority for the Defense Department to sell 
equipment to SHAPE or EDC from military stocks or to buy equipment. for 
those organizations under the terms of section 408 [e 

(3) Third, an amendment is made which would avoid the present striet require- 
ment of payment before delivery when the President decides it is in the best 
interest of the United States. Payment would be required within 60 days after 
delivery in any case and, of course, the United States would insist upon a firm 
commitment from the country or international organization getting delivery in 
advance of payment, to pay the full amount within 60 days. The amendment 
will avoid the present situation where countries must tie up large amounts of 
money in the United States pending actual delivery of goods under section 408 (e). 
In most cases the recipient Government or international organization would be 
required to deposit in advance amounts necessary to cover accessorial charges, 
such as those for packing, handling, erating, and transportation. 

(4) Fourth, section 408 (e) is amended to require a ‘‘dependable undertaking” 
from a country receiving equipment from military stocks that has to be rehabili- 
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tated to put into combat-worthy condition. Under the section as it stands it is 
required that the value of goods and services furnished under section 408 (e) must 
be paid for in cash before delivery. It seems prudent also to require that the 
United States have a firm commitment from a countrv which had asked to buy 
materials or equipment that it will bear the expense of modernizing it or putting 
it into good repair. This would make unnecessarv an advance deposit of cash by 
the recipient government or international body to cover the cost of services 
rendered in rehabilitating equipment. As a rule, cash progress payments would 
be required as rehabilitation work advances. 

(5) Fifth, as it now stands, section 408 (e) puts a ceiling of $500,000,000 on 
the total value of procurement contracts that the Defense Department can enter 
into to buy new equipment and materials or to obtain services for the benefit of 
other governments under section 408 (e). 

The amendment increases the amount to $700,000,000. 

Finally, the last paragraph of this section makes it clear that material pur- 
chased by foreign countries under the terms of the Mutual Defense Assistance 
Act with their own funds is not required to be shipped in United States flag 
vessels, 

Section 9 (a).—This section amends the Act for International 
Development by increasing the amount which can be provided for 
multilateral technical assistance from $13,000,000 for 1952 to $14,848,- 
000 for 1953. 

Section 9 (b).—This section amends section 413 of that act to 
authorize the President to appoint a Deputy Administrator for Tech- 
nical Cooperation to receive a salary of $15,000. The salary of the 
Administrator is increased from $15,000 per year to $16,000. 

Section 10.-This section amends the Surplus Property Act of 1944 
to make it possible for limited amounts of counterpart funds acquired 
in connection with the foreign-aids programs to be used for the ex- 
change programs authorized by the Fulbright act. 


B. BACKGROUND 
7. THE MOUNTING THREAT AND UNITED STATES EFFORTS FOR SECURITY 


The proposed Mutual Security Act of 1952 must be assessed against 
the aims of United States foreign policy. These aims are to maintain 
and protect the national indepe ‘ndence, and to promote the security 
and prosperity of the United States in the world of nations. 

The national independence of the United States and the security of 
its citizens have been threatened since the end of the war by Soviet 
imperialistic communism in one form or another and in one area or 
another. This threat has been mounting steadily and has been 
recognized by the Congress in various measures designed to increase 
the security of the United States. 

The Congress in 1948 authorized the European recovery program, a 
projected 4-year $17 billion investment in economic, political, and 
social stre ‘ngth in Europe. The American dollars were so successful 
in building economic health and relative political stability in the free 
nations of Western Europe, that after slightly over 3 years and the 
appropriation of $12 billion the ECA was ended. 

As the danger of losing Western Europe from the free world through 
economic disintegration and social chaos abated, the threat of losing 
it through a direct military attack by Soviet Russia increased. While 
the Western World had disarmed rapidly after World War II, the 
Soviet Union had not disarmed. Instead, it became quite evident that 
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the Soviet Union was maintaining its armed forces, arming its satel- 
lites in contravention of the peace treaties, and generally gearing its 
economy toward war production. This preponderance of Soviet 
military strength in Europe, coupled with complete Soviet intransi- 
gence in international dealings and negotiations posed a renewed 
threat which the Atlantic Community answered by the signing of the 
North Atlantic Treaty in April 1949. The Treaty was implemented 
that same year by the United States with a relatively modest military 
assistance program for its treaty partners. By these two actions, the 
North Atlantic Community demonstrated its determination to deter 
aggression by building up defensive strength. In the light of the 
situation then in Europe, the threat to the security of the United 
States was adequately answered. 

The world situation, however, was changed again in the summer 
of 1950—this time by direct Communist aggression on the Republic 
of Korea. The threat revealed by the Korean action necessitated a 
change in response. Instead of relving on economic stability in 
Western Europe and the North Atlantic Treaty with its modest 
implementation to deter indirect and direct aggression, the United 
States swung into a large-scale program to rearm itself and its North 
Atlantic allies to meet the threat of direct military aggression to its 
security. 

At the same time, the United States did not underestimate the 
continued need for encouraging economic stability and social progress 
as a means of thwarting Communist internal subversion. In Europe 
continued progress in building economic strength, especially through 
increased productivity and increased production, is necessary to the 
support of the defense effort. In the vast underdeveloped areas of 
Asia, Africa, and Latin America millions were living on the edge of 
starvation and social upheavals. As with Europe, the United States 
acknowledged its security interests in the continued independence of 
these areas and embarked on a program of economic and technical 
assistance designed primarily to help the peoples of these areas to 
help themselves more effectively. 


8. UNITED STATES FOREIGN MILITARY AND ECONOMIC AID SINCE 
THE WAR 


During the period from July 1, 1945, through December 31, 1951, 
the United States has given military and economic aid to foreign 
countries totaling $35.6 billion. This is the amount which has been 
spent. It does not include sums which have been appropriated but 
not vet paid out in fulfillment of obligations, most of which are 
military assistance appropriations made from 1950 to the present. 
Thus, the charts which follow show strictly military aid at the figure 
of $2.1 billion (actual expenditures only), although since the inception 
of the military assistance program in 1950, $11.8 billion, has been 
made available for military assistance. (Although $12,280,536,186 
has been appropriated for military assistance, $478,160,000 was trans- 
ferred from military to economic assistance under the terms of the 
Mutual Security Act of 1951, thus leaving $11.8 billion available for 
foreign military assistance expenditures.) The difference between 
this $11.8 billion figure for appropriations and the $2.1 for expendi- 
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tures, namely $9.7 billion, had not been spent as of December 31, 
1951, although a large part of it had been obligated. The relation- 
ship between expenditures, obligations, and appropriations is dis- 
cussed later in this report. 

The two charts which follow show the breakdown of United States 
postwar military and economic aid as between programs and between 
areas of the world. 


U.S. POSTWAR FOREIGN AID 
BY PROGRAM 
Gross Expenditures” July |, 1945 - Dec. 31, 195! 


( Billions of Dollars ) 


£3 GRANTS...$ 24.5 Billion 
ESS] CREDITS.. $11.1 Billion 


TOTAL..$35.6 Billion 


UNNRA 
POST- UNNRA 
and INTERIM AID 

$ 3.4 


® 
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GA 


CSECURIT aS 


Sond Credits 
DEFENSE SUPPORT, 


ECONOMIC ond 
TECHNICAL ASSISTANCE 
$10.7 


SOURCE: U.S. Dept. of Commerce 


2/ Before deduction of $2.9 billion of returned principal and reverse grants 
LY Credit offsets of $1.3 billion not assigned to specific programs have been subtracted. 
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With the beginning of the Mutual Defense Assistance Program in 
fiscal 1950, the total foreign-aid program of the United States began 
to shift in emphasis from an economic assistance program to a military 
assistance program. This was attributable to two main factors: first, 
the success of the Marshall plan in bringing about substantial economic 
recovery to most of Europe; and second, to the serious military threat 
resulting from Soviet aggressive action in many parts of the world, 
accentuated by the Communist attack on the Republic of Korea. 

The chart which follows shows on an expenditure basis the shift 
in emphasis projected to 1953 on the basis of the administration’s 
request for foreign-aid funds. The sharp rise shown in 1953 does not 
indicate increased appropriations, but rather, it indicates increased 
deliveries for which funds heretofore authorized and obligated will be 
expended. 


MILITARY AID IS OF INCREASING IMPORTANCE... 


Billions of Dollars 
12 


| | | | 
Gross Expenditures for Foreign Aid by Fiscal Years 7 
| | | | 
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& Before deduction of $2.9 billion of returned principal and reverse grants 
by Fiscal years 1951/52 and 1952/53 are estimates for the Mutual Security Program 


SOURCE: 1946-1!95I, U.S. Dept. of Commerce 





The summary table which follows shows the total foreign military 
and economic aid appropriations since fiscal 1950 and theadministra- 
tion’s request for 1953. 
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Summary table: Foreign aid appropriations,’ fiscal years = 50-52, and proposed 
foreign aid authorizations for fiscal 195¢ 


Proposed 
Appropriations | Appropriations Appropriations suthoriza- 
fiscal year 1950 | fiscal year 1951 | fiscal year 1952 tions fiscal 


Total appro- 
priated fiseal 
years 1950-52 





year 1953 
Military 
Europe : 2 $1, 000, 000, 000) 2 $4. 504, 000, 000 2 $4, 774, 376, 186 $4, 145, 000, 000 
Non-Europe.. 314, 010, 000 718, 500, 000 969, 650, 000) 1, 280, 000, 000 
Subtotal bd 1, 314, 010, 000 5, 222, 500, 000 5, 744, 026, 186 5, 425, 000, 000)? $12, 280, 536, 186 
Economic and technical 
Europe é 3, 823, 380, O06 2, 250,000, 000 41, 122 000,000 1,819, 200, 000 
Non- Europe 130, 751, 600 149. 350. 000 $18,401, 519 655. 800, 000 
Subtotal 3, 954, 131, 600 9 399. 350. 00 1 10] 9 92 475. 000.000 7. 893. 883. 119 
Total 5, 268, 141, 600 7, 621, 850, 000 7, 284, 427, 705 7, 900,000,000 20, 174, 419, 305 
! Does not include International Children’s Emergency Fund contributio1 
2 For purposes of comparison, the $500,000,000 of forward contracts autho ized in 1950 MDA legislation 
has been it nelud d in the 1950 MDA appropriation, although the funds were actually appropriated in f 
year 1951 ($455,523,729) and fiscal year 1952 ($44,476,271 
3’ Under the terms of sec. 101 (b) of the Mutual Security Act of 1951, $478,160,000 was transferred from 
military assistance to economic assistance, thus leaving $11,802,376,186, available for foreign military ex- 


penditure 
¢ Includes $100,000,000 appropriated for Spain 


THe Derensive Goats IN WesTERN EvuRoPE 


The main purpose in building the defenses of Western Europe is 
“to assist in achieving the primary purpose of the United Nations 
the maintenance of peace and security.” (From the Report of the 
Senate Committee on Foreign Relations on the North Atlantic 
Treaty.) The activities of the Soviet Union since the war have made 
it clear to most people that every nation of the world is fair game for 
the Soviet unless it has economic strength great enough to defend itself 
from internal subversion and military strength enough to defend itself 
from the external threat of Soviet military force. The maintenance 
of peace and security has, as the result of Soviet threats, required the 

free nations to look to their internal and external defenses. 

The North Atlantic Treaty provides the framework within which 
most of the nations of Western Europe seek “by means of continuous 
and effective self-help and mutual aid” to “maintain and develop 
their individual and collective capacity to resist armed attack.” 

The collective defenses of the North Atlantic area are not now, and 
are not intended to be, strong enough to threaten aggression. These 
defenses are being built up to deter aggression. That is their purpose. 

The past year has seen these defenses grow rapidly under the leader- 
ship of General Eisenhower. Many important political and economic 
decisions essential to the effective deve lopment of defensive strength 
have been made during the past vear. They are discussed in the 
following sections. 
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9. THE TEMPORARY COUNCIL COMMITTEE (TCC) 


The North Atlantic Treaty Council at its seventh session in Ottawa 
in September 1951 created the Temporary Council Committee 
(TCC) because of a growing realization that increased defense efforts 
on the part of member states were creating economic and _ political 
problems more serious than had been expected when defense goals 
were set shortly after the attack on Korea. In fact, there was con- 
siderable danger that too great emphasis on defense spending in 
Western Europe might endanger the economic strength that had 
come about largely because of Marshall plan aid. Economic relapse 
in Western Europe might invite again the internal Communist 
subversion that had threatened certain countries prior to the Marshall 
plan. A defense build-up not properly related to economic capabilities, 
moreover, might be seriously unbalanced, and might fail to make the 
best possible use of available resources. 

The NATO Council instructed the TCC to examine the defense 
capabilities of each of the NATO nations and to consider those 
capabilities in terms of the economic and political factors which 
might in fact limit the ability of member states to produce the defen- 
sive forces expected of them. 

It was the job of this Temporary Council Committee to make 
recommendations as to ways in which member countries could make 
the most effective use of their resources in building a common defense. 

The TCC under the leadership of W. Averell Harriman, wio served 
as Chairman, Sir Edwin Plowden, and Jean Monnet first met in Paris 
in October. When the committee got to work it was apparent that 
its principal job would be to reconcile two objectives; first, to build an 
adequate defense force in Western Europe, and, second, to do so with- 
out threatening too severely the standards of living that had been 
achieved in Western Europe under the Marshall plan. 

The technical military analysis for the TCC was carried out by an 
international staff of officers under the leadership of Gen. Joseph T. 
MecNarney of the United States Air Force. The task facing the Com- 
mittee was to develop a plan of action which would contain specific 
measures to build an adequate defense force in Western Europe as 
rapidly as possible, while maintaining the necessary economic founda- 
tion for both a sustained defensive effort and for longer run economic 
progress. This task required a careful inventory of the military 
resources actually available and the steps under way for their ex- 
pansion, a rigid screening of equipment and other standards to provide 
maximum economy in achieving the desired military result, and an 
intensive review of each member nation’s capabilities for expanding 
its contribution and the conditions under which such an expansion 
could be undertaken. 

While the Foreign Relations Committee received testimony that 
Western Europe might over a long period of years gradually build up 
its defenses without outside help, and at the same time maintain a 
living standard that would not invite subversion, the rapid build-up 
necessary to deter threatened Soviet aggression in the near future 
requires outside help. Most of that help must come from the United 
States. 

It was thus necessary for the TCC in its studies to make some esti- 
mate of the help that Western Europe might expect to continue to 
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receive from the United States. The Foreign Relations Committee 
understands that for planning purposes, and explicitly without any 
commitment, it was assumed that the United States would continue 
to give assistance to Western Europe for the next two fiscal years in 
about the same magnitude as in 1951 and 1952. 

For nearly 4 months the TCC and its staff examined the defense 
budgets, the national income, the tax structures, the industrial com- 
plexes, and the import needs of the member states. Mr. Harriman 
told the Foreign Relations Committee that 


each country, freely and without reserve, laid before the Committee (the TCC 


1 


the details of its military program and its financial and economic situation. 
General Eisenhower in his April report to the NATO stated 
the operation of the committees was truly an innovation in that sovereign nations 
permitted an international group to examine their defense programs and their 
capacity—financial, economic, and military—of supporting heavier burdens 
The studies of the TCC were embodied in a report (not made public) 
that was placed before the ninth session of the North Atlantic Council 
which met in Lisbon from February 20 to 25, 1952. 


10. THE ROME AND LISBON CONFERENCES 


The TCC had not completed its work at the time the eighth session 
of the NATO Council convened in Rome in November 1951. The 
Rome meeting gave its principal attention to a re port by General 
Eisenhower on the progress being made in the development of the 
NATO defenses, to suggestions regarding the development of a 
European defense community which might include Germany as a 
member, and to plans to streamline the North Atlantic Treaty 
Organization. 

The TCC had completed its studies by the time of the Lisbon Con- 
ference in February 1952. Secretary of State Acheson summed up 
the results of the Lisbon meeting in these words: 

There were five major accomplishments of this series of meetings: 

First, agreement was reached on the forces to be made available to General 
Eisenhower’s NATO command during this calendar vear. 

Second, agreement was reached on the bases and facilities to be built and main- 
tained for these forces. 

Third, agreement was reached approving the creation of a European army by 
six nations, including West Germany. 

Fourth, agreement was reached by which the return of West Germany to a 
place of equalitv and responsibility in the European community can be achieved. 

And fifth, NATO itself was reorganized and greatly strengthened. 

The NATO Council in approving the report of the TCC confirmed 
arrangements whereby the NATO nations agree during the forth- 
coming year to provide, exclusive of Greek and Turkish forces, 
approximately 50 divisions by the end of calendar 1952, approximately 
one-half of which will be combat ready and the other half in a readily 
mobilizable status, and 4,000 operational aircraft in Europe. This 
figure includes the six American divisions which the Senate last year 
approved for Europe. The program approved by the NATO Council 
included programs which must be inaugurated this year in order to 
make it possible to increase the NATO defensive power in the years 
immediately ahead. 
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The resolution adopted by the NATO Council has not been made 
public. The resolution has been summed up in these words, however, 
for release to the press: 

(1) The threat which the member countries of NATO now face clearly requires 
that they promptly build up their effective forces. The various elements of this 
build-up should be kept in balance so as to make possible at all times the maximum 
combat-ready forces as an effective deterrent against aggression. 

(A) The Council resolution stated measures essential to the achievement of the 
planned build-up of NATO defensive strength in this and following years. These 
measures emphasized 

(1) Economy in the use of resources for defense. 

(2) The elimination of less essential defense activities. 

(3) Adoption of detailed measures developed by TCC for improving the combat 
efficiency of national forces. 

(4) A further development of NATO-wide equipment supply planning. 

(5) Initiation of a system of NATO priority recommendations to assist in the 
allocation of equipment by nations. 

(6) An increased efficiency through improved organizational arrangements. 

On these and other points, specific recommendations have been agreed to by 
NATO governments, and instructions for action given with provisions for NATO 
follow-up. 

(B) The directives defining the duties and responsibilities of General Eisenhower 
and of the military committee’s standing group have been revised to reflect added 
responsibilities. 

(C) The TCC plan of action included the assumption that Germany will in 
subsequent years contribute forces through the European defense community to 
the defense of Europe. 

The Foreign Relations Committee in its consideration of title T of 
the proposed legislation was primarily interested in the accomplish- 
ments at Lisbon that were directly related to the amount of aid expect- 
ed from the United States if the defense goals are to be reached. It 
believes, after close questioning of Mr. Harriman and General Gruen- 
ther, that the Lisbon goal of 50 divisions can be reached during 1952 
provided each and every member of the NATO does its part. More- 
over, a substantial expansion beyond this year’s goal can be achieved 
in 1953 and 1954, if the necessary preparatory measures are taken 
over the coming months. One especially important factor in this 
further build-up is the formation of the European Defense Community, 
through which contingents of German origin can be added to the 
NATO forces in Europe, which is discussed below in this report. 


11. THE EUROPEAN DEFENSE COMMUNITY 


As has been indicated heretofore, the ability of the North Atlantic 
Treaty Organization to develop a satisfactory additional build-up 
beyond the 1952 goals agreed to at Lisbon in terms of men under arms 
and defense production is contingent to a large extent upon the par- 
ticipation of Western Germany in the defense effort. 

The Pleven plan, first put forward in October 1950 by the then 
Prime Minister of France, suggested the incorporation of German 
forces within an integrated European armed force, which would be 
controlled by a supranational political and military institution. 
This proposal led to negotiations beginning early in 1951 looking 
toward the development of an integrated European Defense Force 
(EDF) operating under the guidance of a European Defense Com- 
munity (EDC) with certain political powers 

The countries participating in these negotiations are France, West- 
ern Germany, Italy, Belgium, the Netherlands, and Luxemburg. 
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Participating as observers are Denmark, Norway, the United 
Kingdom, Portugal, Canada, and the United States. Thus all parties 
to the North Atlantic Treaty, except Greece and Turkey, have been 
associated with the negotiations, and in addition, Western Germany 
which is not a member of NATO is participating. The NATO powers 
are vitally interested in these negotiations because if they are success- 
ful it is to be expected that a substantial part of the defense forces 
to be made available to the Supreme Headquarters Allied Powers, 
Europe (SHAPE) will come from the proposed European Defense 
Community. 

For purposes of this report it is not necessary to discuss the various 
Stages through which the negotiations have proceeded. While the 
European Defense Community Treaty has not been completed and 
signed as of the time of the writing of this report, it may be helpful 
in considering the Mutual Security Program to set forth several matters 
which will probably be covered by the treaty. 

The European Defense Force.—It is contemplated that each party 
to the treaty will contribute basic ground forces to be known by the 
French word “sroupement.”” Each “groupement’”’ will consist of 
about 12,000 men of the same nationality. The ‘“groupement” will 
be integrated at the army corps level, each corps consisting of three 


or four “‘groupements” of different nationality. The army corps will 
have an integrated general staff including officers from each of the 
nations contributing forces to the corps. Thus, it will be possible 


for a corps to consist of “‘groupements’’ from France, Germany, the 
Netherlands, and Italy, operating under an integrated corps command. 
The forces to be provided by each member state will include all of 
its national forces except those recruited and trained for use overseas, 
those assigned to international missions, police groups, and deep-sea 
navies, 
The Kuropean Defense Force will be subject to the political control 


of the European Defense Community (EDC). The EDC is expected 
to include an executive commission or ‘Commissariat,’ a Council of 
Ministers, a common Assembly, and a Court of Justice. The 


Commissariat is expected to be the principal executive agency for 
the EDC with responsibility for the organization of the defense 
forces, the preparation of the budget, the direction of military specialist 
schools, ete. The Council of Ministers is expected to have authority 
to issue the general directives which will govern the activities of the 
Commissariat. 

Relationship to NATO.—The proposed EDC Treaty contemplates a 
close relationship with the North Atlantic Treaty Organization. The 
forces made available by each of the EDC states to the European 
defense force will, after peaaiiiss be placed at the disposal of the 
NATO command. At the time of writing this report the political 
relationships between the European Defense Community and the 
North Atlantic Treaty Organization have not been fully worked out. 


12. EUROPE’S CONTRIBUTION TO THE COMMON DEFENSE EFFORT 


In its consideration of the Mutual Security Act of 1951 last year, 
the committee examined carefully the contributions which would be 
made by our partners in Europe. Inasmuch as the committee fully 
reported to the Senate on this topic at that time (S. Doc. 56, United 
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States Foreign Aid Programs in Europe and Senate Report 703, The 
Mutual Security Act of 1951) this report will cover the subject briefly. 

Since the outbreak of war in Korea in 1950, our NATO allies have 
increased their defense expenditures from $4.5 billion to $9 billion, 
For fiscal year 1953, they are expected to increase to $14.5 billion, 
including the contribution of Greece and Turkey and a contribution 
of $2.7 billion for Germany. The following table illustrates this 
increase of military expenditures in terms of percentage of gross 
national product. 


TaBLeE C-—1.—Defense expenditures—Total and percent of gross national 
product (GNP) 


[Millions of dollars] 





| United States United States United States United States 
| 1928 de- fiscal year 1949- | fiscal year 1950- | fiscal year 1951-/ fiscal year 1952- 
‘tre 50 (current | 51 (current 52 (current | 58 (1951-52 
Commies expendi prices) prices) prices) prices) 
( y | | 
ry | ture as & am . a —— — jatestaphthlitipaielheniosnili 
», percent f a, Sar. or > 
of GNP Defense Per- | Defense Per- Defense Per- Defense Per- 
. expend-, cent of |}expend-| cent of |expend-, cent of |}expend-, cent of 
itures | GNP | itures | GNP | itures | GNP | itures | GNP 
NATO countries 
Belgium-Luxemburg..| 2.5 167 2.6 200 2.9 435 5.6 713 9.0 
Denmark | 9 | 45 1.5 | 56 1.6 123 3.2 152 3.9 
France 7.3 | 1,594 6.5 | 2.32! 7.81 8,460 9.8 3, 890 10.7 
Greece | 5.5 115 7.1 179 9.8 18S 8.8 | 188 8.6 
Iceland Bs | ii | } ‘ 
Italy 6.0 475 3.5 } 641 4.2 | 847 5.0 | 1,075 6.1 
Netherlands. - | 2.3 | 210 4.2 | 228 4.2] 395 6.6 | 474 1 
Norway intl 9 | 49 2.4 | 67 2.8 115 | 3.9 | 150 5.0 
Portugal a 3.7 | 17 2.0 | 50 21 58 2.3 | 66 2.6 
Turkey 6.9 | 175 6.1 | 221 6.5 253 6.8 | 292 7.6 
United Kingdom... 6.5 2, 105 5.7 | 2,665 6.7 3, 660 8.4 | 4,750 10.8 
Total NATO. 5.8 | 4,982 5.1 | 6,632 6.0 | 9,534 7.7 | 11, 750 9.2 
Germany (Federal Re- | 
public | 115.8 | 21,036 5.1 | 21,190 4.9 | 21,952 6.7 | 2,679 8.5 
tal NATO plus 
Germany 9.3 6,018 5.1 | 7,822 5.8 | 11, 486 7.5 | 14,429 | 9.1 
Austria. | 32.2 2 8 1.5 219 ) 221 a 223 7 
Total 14 European | 
countries 4. - | 9.1 | 6,046 5.0] 7,841 5.7 | 11,507 7.3 | 14,452 8.9 
I nak a etnias be 288 302 ‘ 
Yugoslavia 
Canada ila cen ie 451 2.9 933 3 | $1,619 7.6 
United States__- ictal 1,2 | 12,800 5.1 | 21,974 7.1 45, 562 13.7 662, 301 17.8 


1 All Germany for 1936. 


2 Represents occupation costs, 

3 1937, 

‘ Plus Trieste (included with Italy). 
§ Fiscal year ending Mar. 31, 1952. 

§ Preliminary 


NOTE Precise comparisons of the levels of defense expenditures and GNP between the European coun- 
tries and the United States are not possible. The conversion into dollars has been made on the basis of 
official foreign exchange rates, and the purchasing power of the dollar is appreciably higher in most European 
countries than in the United States. Adjustments to make the figures comparable cannot now be made. 


The $14.5 billion to be spent on defense by Western Europe is not 
wholly comparable to the national defense budget of the United States, 
since European costs for the pay, feeding, clothing, and housing of 
military forces are substantially less than ie of the United States. 
The table below illustrates the difference in military personnel expendi- 
tures for Europe and the United States. ‘The manpower contribution 
of Europe is understated, therefore, in terms of military expenditures. 
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COMPARATIVE PERSONNEL COST OF FORCES 


WORLD-WIDE U.S. vs. WESTERN EUROPEAN IN NAT AREA 
READILY MOBILIZABLE 












a MILI 
WORLD-WIDE NATO FORCES A 
US. FOES an an IN EUROPE aes 
. ue EXPER 
1 JAN. 1952 1 JAN. 1952 FY 195 
nN we R ROPE oO SREE TURKEY AND GERMANY 


3 the 
United States will spend about 18 percent of its gross national product 
on defense, compared to about 9 percent for NATO Europe and 


As can be seen from the table previously shown, in fiscal 19: 


Germany. In addition to the fact pointed out above that the con- 
tribution of Europe’s resources in terms of dollars is somewhat dis- 
torted, it must also be remembered that average per capita gross 
national product of our partners is about one-third of ours. Yet 
Europe’s tax burdens are generally as high as our own, and in several 
European countries tax receipts constitute a higher proportion of 
national income than in the United States. Both taxes and per capita 
gross national product are shown below. 





Tax Per capita Tax /|Pereapita 
re pts gross receipts gros 

is percent| national as percent! national 

. ; SS yroduct . cf gross wroduct 
Country n mal J percent Country national aa percent 
product, | of United product, | of United 

1951 States, 195! or States, 

1951-52 1951-52 1951-52! 1951-52 
Austria aaroe 31.0 21 Italy doonae 2 20.7 17 
Belgium. ....--- 23.0 | 40 Netherlands ak 28.3 27 
Canada......... 23.9 GES Norway sccscciccwwses 25. 1 41 
Denmark. . 18.6 42 Portugal 10.3 | 14 
France. ..-.. 30. 7 38 Turkey Arye 216.4 | 8 
Germany (Federal Republic) 20.3 28 United Kingdom._.-- 33.7 40 
Greece. __.- : 216.7 13 || United States__- 25.8 100 


1 Taxes collected at all levels of governm 


271950 or 1950-51, later figures not available. 
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According to the Lisbon plan, discussed more fully elsewhere in this 
report, Europe will furnish the bulk of NATO defense forces. In 1952 


and 1953, Europe’s contribution (of active forces and those mobilizable 


within 30 days) to the defense forces of the Western World will exceed 


the total number of United States Armed Forces, stationed at home 


and abroad. The chart below illustrates this fact and also the relative 
emphasis given to the three branches of the services here and in 
Kurope. It should be noted particularly that these land forces planned 
by our NATO partners are much greater than the strength of the 
United States Army. 


MILITARY STRENGTH 


WESTERN EUROPE 1951-1953 AND U.S. 1952 
ACTIVE AND READILY MOBILIZABLE FORCES 


AIR: 
FORCE: 


NAVY 





ARMY 


i951 1952 1953 1952 
WESTERN EUROPE TOTAL U.S. 
WORLD WIDE 


nctudes Bel~Lux. Denmork. France. Italy. Netherinnds, Norwoy, Portugal, and United Kingdom 
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D. Tue Minirary Enp-Irem Program 


The amount requested by the President for military assistance on a 
world-wide basis was $5,425,000,000, divided as follows: 


[In millions of dollar 
Title I Title IT Title III, Title TV 
Iten | a Near Asia and I l 
. Fast Pacific A 
Military assistance 
4. Country program 
1. Matériel $3, 914. 87 SH0O1. 18 $03. 58 $60. 34 ¢5. 179. 97 
2. Training l ) 7. 65 2 (i 170. 0 
Subtotal. country prograr 4, 07 606. 37 611. 23 62. 40 ini 
B. Participation in SHAPE and other 
natio 1 security orga ration Co 
A OX DM Mt 4 
ill kk 
lotal military a I ( 2 


13. EUROPI 


The European military assistance program recommended by the 
President called for the authorization of $4,145,000.000. This ficure 
was reduced to $3,620,317 ,000 by the committee. The United States 
eee will assist our Atlantic partners during this calendai 

‘ar to raise and train a ground army in western Europe of 50 divasom 
(including six American divisions, but exclusive of Greek and Turkish 
forces), deploy 4,000 aircraft for the defense of Western Europe , and 
augment \ ATO naval stre ‘neth. Secretary of Defense Lovett testi- 
fied that more than half of these 50 divisions will be fully combat ready 
by the end of the vear and the remainder will be in reserve, capable of 
mobilization within 24 hours to 30 days. 

Secretary Lovett testified that $4.07 billion in military assistance: 


* * * Together with funds previ al made available, ' will com- 
plete the unit equipment of I nited states tvpe for ail the divisions committed 
at Lisbon, together with provision for part of their reserve stocks of ammunitio 
It will furnish a portion of the long production lead-time items required for addi- 
tional forces to be raised later. It will provide certain specialized unit equipment 
required to round out naval and air units committed to the NATO defenSe pk: 
It will continue the training program which insures that United States furnished 
matériel will be properly cared for and skillfully operated. Packing, handling 
crating, and transportation round out the requirement 

(a) Offshore procurement.—The greatest part of the military-assist- 
ance funds will be used to purchase military hardware in the United 
States for shipment to Europe. The administration estimates how- 


ever, that about $1 billion of the assistance funds can be spent for 
offshore hema dh that is, for the = ‘hase of military equipment 
to be manufactured in Europe for use by the NATO forces. It is 
essential that Baieiak capacity to make her own defensive weapons 
be built up rapidly so that when American military aid ceases Europe 
will be able to provide for her own defenses from her own productive 
‘apacity. Offshore procurement combined with defense support will 
help speed up this proces 

There has been some public criticism of the delay in beginning off- 
shore procurement. The committee questioned Mr. William H. 
Draper, Jr., United States special representative in Europe, on this 
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matter. Mr. Draper stated that in recent months the United States 
has asked firms in Europe for bids on the production of about 
$150,000,000 worth of military items, but as of the time of writing 
this report the firm-centract figures for offshore procurement are 
extremely low—a condition which the committee hopes will not long 
continue. 

(6) Shipments.—For security reasons it is not possible to indicate 
the types and amounts of military equipment to be sent to Europe 
during the forthcoming fiscal year. So that Members of the Senate 
may have information as to the general nature of the shipments being 
made, the table which follows gives cumulative figures on shipments 
of military items by categories. This table shows total shipments to 
all parts of the world where we are giving military assistance. The 
great bulk of these shipments, however, has gone to Western Europe. 


Selected major items shipped (in number of items and thousand rounds of 


ammunitio? 


Service and major item: Feb. 29, 1958 
Army: (cumulative) 
Radios and radar ‘ g 11, 074 
Tanks and combat vehicles 7, 852 
Motor transport vehicles pt te ' 30, 948 
Small arms and machine guns___-. i Se aki 782, 731 
Artillery eae ee 111, 545 

Ammunition: 
Small arms and machine gun (thousand) aad 281, 988 
Artillery (thousand ch baa alg fo . ie thal 2 9, 096 

Navy: 

Vessel Ss ae Sm ates ice le 329 
Aircraft ele 127 
Air Force: Aircraft_.__....-- A EA ee NSLS eu we ob ig ie 1, 145 


Includes adjustment to previously reported data, 


These figures on the number of items of equipment shipped to 
foreign countries do not tell the whole story. Actually, as of Jan- 
uary 31, 1952, the value of shipments to Europe was only $1,208,- 
700,000, although the total available for military-assistance expendi- 
ture at that time was $9,452,100,000. Thus, for every $9 available 
for the Evropean military programs, only about $1 worth of equip- 
ment has been shipped. A large part of this unexpended amount is 
accounted for by the normal time required for placing appropri- 
ated funds under obligation and for the manufacture, inspection, 
and delivery of the equipment. In this connection, it should be 
recalled that the appropriations act for the Mutual Security Program 
for the fiscal 1952 was approved by the President only on October 31, 
1951, 4 months after the start of the fiscal year. Nonetheless, it is 
agreed that shipments of military assistance equipment have been 
slower than desirable. 

When asked to explain why shipments of military assistance have 
been so slow, Secretary of Defense Lovett ascribed the delay to the 
following facts, which apply to domestic military production as well 
as to the shipments under the military assistance program: 

(1) “We were short on machi te tools.” 

(2) “We had inadequate fac lities in being.”’ 

(3) “Initial scheduling * * * was * * * unrealistic as 
it was “based on the peacetime procurement of materials.” 


” 
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(4) “We ran into shortages of all sorts of critical materials like 
tungsten, columbium, cobalt * * *.” 

(5) ‘Finally’? we ran into design complications resulting from the 
tremendous complexity of much of the present-day military equip- 
ment. 

Secretary Lovett concluded, however, that the picture is noticeably 
better today and that shipments should increase rapidly in the months 
ahead. 

14. THE NEAR EAST AND AFRICA 


Military assistance for the Near East and Africa for next year was 
requested in the amount of $606,370,000, as contrasted with 
$396,250,000 appropriated for fiscal year 1952. This amount was to be 
available for assistance to Greece and Turkey under the terms of the 
Greek-Turkish Assistance Act of 1947 and to [ran under the terms of 
the Mutual Defense Assistance Act of 1949. The request was reduced 
to $529,614,000 by the committee. 

The failure of Iran to provide the assurances required of countries 
receiving military assistance as set forth in section 511 (a) of the 
Mutual Security Act of 1951 resulted in the suspension of military 
assistance to that nation from January 8 to April 25, 1952. Military 
assistance to Iran could not be given until [ran indicated that it would 
agree, as have all other nations receiving military assistance, to the 
commitments set forth in the Mutual Security Act. 

Under the terms of section 202 of the Mutual Security Act of 1951, 
up to 10 percent of the sums made available for Greece, Turkey, and 
Iran may be utilized in other countries in that area if the President 
determines such assistance is of critical importance to the defenses of 
the free world. No military assistance funds have been programed 
for the Arab states or Israel. It is possible, however, that plans to 
develop a Middle East command to be closely integrated with SHAPE 
may come to fruition durmg the year. In that event sums made 
available under title 11 might be used in limited amounts for defense 
assistance to other countries in the area. 

In support of the military assistance program for Greece and 
Turkey, the committee heard Maj. Gen. William H. Arnold, Chief, 
Joint American Military Mission for Aid to Turkey. General Arnold 
summed up the reason for our assistance and the nature of American 
assistance in these words: 

Greece and Turkey occupy extremely strategic positions. The loss of Greece 
would provide the Soviets with an outlet to the Mediterranean Sea, threaten the 
flanks of both Turkey and Italy, expose the southern boundary of Yugoslavia, 
and further unrest in the Middle Kast. Geography has placed Turkey in the most 
strategic position of any member of NATO on the Soviet periphery. She faces 
Bulgaria on the west, controls the vital straits and borders the Soviets for some 
200 miles on the east. Turkey is NATO’s anchor on the south, a position that 
requires great strength. 

Both Turkey and Greece are poor when compared with other members of NATO. 
Luckily, this poorness applies only to material things, for both countries possess 
a priceless wealth in fortitude and stout-heartedness, spelled simply g-u-t-s. 

Our military programs have two major facets: Equipment and training. In 4 
vears substantial amounts of military equipment have been delivered. This 
embraces almost every type of fighting equipment, all designed to create armed 
strength as economically as possible. You will find the Turkish, Greek, and Ira- 
nian forces have no luxury items. They have not been mechanized beyond bare 
essentials, and reliance for defense of the country is based upon the equipment 
and weapons provided under the Mutual Security Program. These units of our 
allies have been tailored to fit the ground on which they will fight. 
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In the formulation of our previous requests as well as this one, only essential 
items are included—those to fill in gaps, to replace things worn out, and to provide 
for a limited combat reserve principally of ammunition. 

I am pleased with the progress we have made in training.during the past year. 
An increasing dependency is being placed on Turk and Greek instructors in service 
schools, in order to hasten the day when our advisers can be withdrawn. Our 
motto continues to be: ‘“‘Teach Turks and Greeks to teach Turks and Greeks.”’ 

The increase in the amounts authorized for military assistance in 
this area in 1953 is justified for two principal reasons. First, the 
participation of Greece and Turkey as members of the North Atlantic 
Treaty Organization makes it necessary to look to the military equip- 
ment of those two countries from the point of view not only of their 
own defense, which has been the case heretofore, but from the point 
of view of the contributions which those two countries can make to 
the defense of the other partners in the pact. It is necessary, there- 
fore, in the opinion of the Department of Defense, to modernize the 
nee of those forces at an accelerated rate. Second, the very 

eal possibility that a Middle East command may be developed 
aiesiiiea that funds be available for assistance in equipping forces 
that may thereby be brought into being. 


15. ASIA AND THE PACIFIC 


The President requested a total of $611,230,000 for military assist- 

ice to countries in Asia and the Pacific, which figure was reduced to 
$533,85 9,000 by the committee. Last vear $535,250,000 was appro- 
priated for assistance to the same area. The countries tentatively 
scheduled to receive military assistance under title III are Formosa, 
Indochina, Korea, the Philippine Republic, and Thailand. 

Formosa.—The administration has stated that “the primary objec- 
tive of the United States in Formosa is to help strengthen the defenses 
of the island, in order to prevent it from falling into Communist hands 
and being used as a base for further hostile action in the Pacific.” 
The planned military assistance for Formosa is to strengthen the 
forces of the Chinese National Government by providing matériel and 
training. The committee received detailed information as to the end 
items of military equipment to be delivered to Formosa and testimony 
that the Chinese Nationalists are doing a great deal to develop their 
own production of military equipment, particularly in the field of 
small arms and ammunition. 

Steps are being taken under United States guidance to consolidate 
and reorganize Chinese divisions. The 1953 program of assistance 
will provide the balance of the equipment that these Chinese forces 
in being will need to give them their initial equipment. 

Indochina.—One of the most important areas of conflict in the 
world between the forces of the free nations and the Communist forces 
is in Indochina. Frene h and Associated States’ forces have been en- 
gaged for the past 3 years in continuous warfare with the Communist- 
led Viet Minh forces which have in recent months been reinforced by 
assistance from Communist China. The administration has pointed 
out the strategic importance of this country stating that ‘Its fall to 
the forces of communism would seriously jeopardize the continued 
freedom of the rest of the southeast Asian mainland.”’ 

United States military assistance for the past 3 years has been 
critically important to the continued survival of the Associated 
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States as a nation free from Communist control. Continued assist- 
ance is essential if the Communist threat is to be met successfully 
and eventually liquidated. 

The Associated States of Indochina are presently putting about 
40 percent of their budget into defense expenditures. In addition, the 
French have been spending over $1,000,000,000 per year on the 
French military effort there and have about 140,000 French and 
colonial troops in action. Of the French troops, about 40,000 are 
experienced noncoms and officers and among this group the casual- 
ties have been very high. The French have lost over 30,000 troops 
in Indochina. 

Most of the projected program for United States assistance to 
Indochina is directed toward the training and equipping of Indo- 
chinese forces, although some of the funds made available will be for 
weapons, ammunition, and combat vehicles for the use of the French 
forces. 

The Philippines and Thailand.—The military end-item programs 
for these two nations are based upon much the same considerations, 
namely, that while neither of these countries is threatened immedi- 
ately by external aggression, both have serious problems of internal 
security. 

Communist-led guerrillas have been active in the Philippines since 
the end of World War Il. Equipment to be sent there under the 
program will be for the purpose primarily of increasing the mobility 
and improving the communications of Government forces used 
against the Huks. 

In Thailand, much of the danger to internal security stems from 
the fact that it borders on Indochina and Burma—both areas in 
which insurgent, Communist-led groups are waging war. Thus the 
military assistance program is concerned with increasing the capa- 
bility of the Thai forces to handle internal security problems and with 
strengthening them enough to discourage external aggression. 

Witnesses before the committee testified to the strong alinement of 
these countries on the side of freedom and to the extensive steps 
which they are each taking to help themselves, particularly in the 
production of less complex types of military equipment. 

Korea.—The military assistance program for Korea is small com- 
pared with the programs for other countries in this area because most 
of the assistance for Korea comes from funds being used to prosecute 
the United Nations action there. Funds chargeable to the military 
assistance program will be used almost exclusively for training of 
advanced Korean officers in the United States so that they will be 
able to return to Korea to lead their own forces. 


16. LATIN AMERICA 


The military-assistance program for Latin America last year was 
fixed by the Congress at $38,150,000. The President asked for fiscal 
1953 that the program be increased by $62,400,000. This figure was 
reduced to $54,501,000 by the committee. 

The basic purpose of the United States military-assistance program 
for Latin America is to encourage those countries to develop their 
defenses to the point where, if another war should come, they would be 
able to participate in a substantial way in the defense of this hemis- 
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phere. During the last war more than 100,000 American troops were 
stationed in Latin America in connection with the development and 
defense of air bases, the maintenance of lines of communications, and 
the guarding of sources of strategic materials. A number of naval 
vessels were in continuous operation in Latin American waters. To 
the extent that Latin-American countries can build their defensive 
strength to take over these tasks in the event of war, United States 
military requirements will be lessened. 

The proposed program for Latin America is not one in which the 
United States is paving out all the money for defenses. At the time of 
the hearings on this legislation the Department of Defense had requests 
from Latin America for the purchase of about $193 million worth of 
military equipment here. This is in addition to the sum which the 
United States plans to provide on a grant basis during the current 
vear. Furthermore, a number of the Latin American countries are 
sending training missions to the United States, at their own expense, 
in order to bring their forces to a proper state of training. 

The committee was concerned at the time of the hearings that none 
of the $38 million authorized for expenditure last October had been 
obligated. This was explained in part by the fact that it was necessary 
to negotiate and conclude agreements with each nation to receive 
assistance prior to the obligation of any funds. In facet, as of April 17, 
1952, agreements had been concluded with six countries although the 
program for fiscal 1953 calls for grant military assistance to eight Latin 
American countries. 

General Olmsted, who testified for the administration on its pro- 
posals pointed out that the funds appropriated last vear are expected 
to be obligated by the end of this fiscal year and that the additional 
$62,400,000 requested for next vear will be sufficient to ‘‘complete the 
capital equipment of the forees * * * now designated for the 
defense of the hemisphere.’’ In response to questioning, General 
Olmsted indicated that military assistance to Latin America after this 
next year will not require new capital outlays and that future assist- 
ance would be for maintenance of equipment in the event the Latin 
American countries may not be able to shoulder all of that burden 
themselves. 

The military assistance program does not call for aid to all Latin- 
American countries. The present state of their armed forces and 
their ability to contribute to the defense of the Western Hemisphere 
does not make the provision of military assistance advisable. 


E. Derense Support AND Economic Arp For WrsTERN EUROPE 


The President requested that the Congress authorize the appropria- 
tion of $1,819,200,000 for “defense support’? for the countries of 
Western Europe covered by Title I of the Mutual Security Act. of 
1951. This request was reduced to $1,588,922,000 by the committee. 
Last year the Congress appropriated $1,022,000,000 for ‘economic 
assistance”’ for the same area, plus $100,000,000 for Spain. 

The difference between the request this year for “defense sunvort”’ 
funds and the request last year for ‘economic assistance’”’ is largely 
a matter of emphasis. Last year the Marshall plan was being wound 
up and economic assistance funds were being diverted as rapidly as 
possible from uses related primarily to the recovery of the civilian 
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economy, to uses designed primarily to further European military 
effort. Congress last year in the Mutual Security Act abolished the 
Economic Cooperation Administration and created in its stead the 
Mutual Security Agency (MSA). The MSA, after June 30, 1952, 
is to exercise only those powers necessary to carry out programs 
“designed to sustain and increase military effort, including produc- 
tion, construction, equipment, and matériel in each country * * = * 
which receives United States military assistance;’’ and to have re- 
sponsibility for the provision of such equipment, materials, commodi- 
ties, services, financial or other assistance as ‘the Director for Mutual 
Security finds to be necessary for carrying out mutual defense pro- 
grams.” (See sec. 503, Mutual Security Act of 1951.) Thus the 
emphasis in the use of proposed “defense support”? funds is to be 
upon the furnishing of assistance that will enable our partners in 
Western Europe to build up their military defenses. 

The table which follows shows the Administration’s estimates of the 
increased defense expenditures in Western Europe which will result 
from the proposed defense support assistance to be provided from 
the United States. With defense support the Administration expects 
Western Europe to expend $13,949,000,000 for defense purposes. 
Without defense support the Administration estimates that for next 
fiscal year Western Europe would be able only to expend $10,620,- 
000,000 for defense purposes. 


De fe TLE expenditures of eight European Ny | TO countries ! and Germar /, hy NA TO 


cate gory, fisca year 195 2, NSCe /ear 1§ Ww 5 2 hout defe € Suppo . SC Jear 1953 
with de fense suppo { 
: In milli 
t 
\ VW l 
l p I rt 
I. Military personnel costs 1 3 589 023. 0 
II, Major procurement and production costs 2, 012.0 3, 59 59.0 
1) Airer 7 418 
(6) Artil 2 232 107.2 
Combat 7 
i) Ammut n and exp . 
€) Electror I 
Weapon | g 
Engineer nd | S t 
A) ‘I nspor | S SO). 5 
S} ps and bs rt & 
Ill. Mi unt } S 
1\ Othe peratil ts 
V. Ot} lefense nditt 
To 
1 Belgium-Luxemburg, Denmark, France, Italy, Neth is, Norway, Portugal, United Kir 
It should be noted that the assistance under the defense support 


program will be administered in the same way as aid under the 
Marshall plan. That is, the United States will provide dollars which 
will be used by the European nations receiving assistance for the 
purchase of specific commodities and services which can be purchased 
with dollars. The commodities purchased, however, will be primarily 

to assist Western E urope to carry on its expanded de fense efforts and 
not to assist in economic recovery. 
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During the deliberations of the committee, it was proposed that a 
sizable reduction should be made in the funds authorized for military 
assistance for Western Europe and a corresponding increase made in 
defense-support funds. While this proposal was not accepted, the 
committee wishes to underline the fact that dollars spent for defense 
support can bring valuable returns in terms of military strength. It 
was felt, however, that inasmuch as the bill already permits a 10- 
percent transfer of funds, additional provisions for economic aid would 
not be necessary. 

The projected increase in European defense expenditures means that 
Europe will have less capacity to produce things for export by which 
dollars could be earned and that more dollars will in fact be needed 
to buy raw materials, machinery, fuel, and other items essential to 
support increased military production. The result is that Europe 
cannot earn sufficient foreign exchange to pay for its necessary imports. 

The chart which follows shows the administration’s estimates as to 
the way in which European imports will be financed in the next 
fiscal year and indicates that defense support funds will be essential 
to cover the imports Europe needs to carry out present collective 
defense programs. 

While the defense support program will finance the purchase of some 
materials that will not go directly into military production, as will be 
seen from the table on page 34, the largest use of these funds will be 
for the purchase of industrial raw materials ($559,300,000) and fuels 
($310,500,000). The table also shows the planned distribution of 
defense support funds as between the countries of Europe. The chart 
should be used with this caution in mind. The program is based upon 
the premise that each country will do its part in building up the de- 
fenses of the free world. These figures are not to be construed as a 
commitment to any country. They may be changed and should be 
changed by the Director for Mutual Security if he finds that any 
country is not carrying its fair share of the load. 

Authority was also granted for the provision of ‘‘limited economic 
assistance” for countries where the United States participates in 
joint control arrangements; the programs for Austria and Trieste 
are planned to be carried out under this authority (sec. 563 (c)) 
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In order that Members of the Senate may have before them some 
illustrations of the ways in which United States defense support 
assistance increases military production in Western Europe, there 
follow a few examples supplied by the Administration: 





1. In the Netherlands. the contribution of $1. n sc. ars of essentia 
American-made parts has made possible t product if 25 I 
of United States design | locon ves, now being comp d | H 
Hengelo and VW rRKRSDOOr I! \ il n, hav i ta i uy a 

2 In Norway, Tne Ss iveranger iron mine, k i } Dar ? 
country, was completely destroved by Germa during Ll United 
States support has been provided to place this 1 perating condition. As of 
January 1952 about $2 million in machinery and pment had been delivered, 
thereby assuring during calendar vear 1952 production of approximately 500,000 
tons of iron ore cor ntrate, valued ata $F ) ‘ 

3. In Norway, De Nordiske Fabrik, A/S, is ree ! upproximately $30,000 
worth of equipment for the construction of a fat-splitti lycerin plant Che 
annual output of glyceri expected to b | ( 1 ) ul f 
a million dollars, and the entire produc ( i { Norw ‘ 
explosives industry. 

t. In the United Kingdom, the Rolls Rovee and De Haviland companies pro- 
duce Ghost and Avon jet engines for aircraft Before 1950, Rolls Rovee pro 
duced 80 engines a nont De Haviland produced 3é lo make possible the ex 
pansion of aircraft production under the large-scale British rearmament program, 
the United States supplied 61 machi: tools alue at $1,540,000 for Rolls 
Rovee and 27 machine tools valued at $680,000 for De Haviland Production 
at Rolls Rovee rose to 180 engines a month and at De Haviland to 55 A little 
over $2 million in equipment provided thre defense support is helping to 
produce approximately $60 million worth of additional jet engines a year in these 


two factories, 
I, Or ONOMIC AND Tr HNICAL ASSISTAN( Eo 


Each of the geographic titles of the pending legislation authorizes 


the appropriation of assistance funds for two or neral purposes, | 
military assistance and (2) economic and technical assistance. In 
title I (Murope) the funds authorized for economic, or ‘defense sup- 
port,” assistance are to be used almost exclusively to enable the 
countries receiving assistance to increase their defense efforts. The 


only exception is with respect to $86,000,000 of assistance for Austria 
where there is no defense production. (See section entitled “Defense 
Support.’’?) In the other titles of the bill, the funds provided are 
for economic or technical assistance and not, in general, for ‘defense 
support assistance.”’ 

The table which follows gives the general breakdown based on the 
Administration’s proposal, of the amounts req iested for technical 
assistance, showing those which are to be administered by the Mutual 
Security Agence) and those to be administered by the Technical 
Cooperation Administration. The detailed programs are described 
in the sections which follow. 
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Proposed economic and technical assistance programs, fiscal 1953 


Defense support | 
and economic 
|} assistance | Technical 
; administered | cooperation Other | Total 
by Mutual programs 
Security | 
Agency | 
Title I, Europe m somes a th nihicl a ttlencnaieh st takalacuin adie adidas $1, 819, 200, 000 
Title 11, Near East and Africa 7 7 aan . $55, 000, 000 ee et enh 
Arab refugees from Palestine f | ; $65, 000, 000 E otha 
Refugees in Israel ee a , j 76, 000, 000 196, 000, 000 
Title III, Asia and the Pacific ‘ a 248, 000, 000 150, 000, 000 4 ‘ 408, 000, 000 
Title IV, Latin America. _. ; Ce 22, 000, 000 ; 22, 000, 000 
Title V, technical assistance through U. N boa het ; 17, 000, 000 17, 000, 000 
Migration of surplus manpower s ee a a 10, 000, 000 10, 000, 000 
Miscellaneous charges : bade sens lsacauenee 2 Saad ‘ aa 2, 800, 000 2, 800, 000 
Total . Zak hie 2, 077, 200, 000 227, 000, 000 170, 800, 000 2, 475, 000, 000 
Note.—These figures were each reduced by the committee by approximately 12.66 percent. 


17. THE TECHNICAL COOPERATION PROGRAMS 


The Act for International Development declares it to be the policy 
of the United States 


to aid the efforts of the peoples of economically underdeveloped areas to develop 
their resources and improve their working and living conditions by encouraging 
the exchange of technical knowledge and skills and the flow of investment 
capital. * * * 


It is also declared the policy of the United States that in reviewing the 
requests of foreign countries for aid, consideration shall be given to 


(1) Whether the assistance applied for is an appropriate part of a program 
reasonably designed to contribute to the balanced and integrated development 
of the country or area concerned; (2) whether any works or facilities which may 
be projected are actually needed in view of similar facilities existing in the area 
and are otherwise economically sound. * * * 


The unfortunate and untimely death of Dr. Henry G. Bennett and 
a group of his top aides in an airplane accident late last year during 
the course of a survey of needs in the Middle East deprived the 
Technical Cooperation Administration of an able leader at a critical 
time. 

Mr. Jonathan B. Bingham, Acting Administrator for the TCA 
presented the Administration’s case for the TCA program for 1953. 
In his testimony, Mr. Bingham observed that the TCA programs 
are in the self-interest of the United States. He based his presenta- 
tion upon the following assumptions: 


The United States cannot afford to let the free countries of Asia and the 
Middle East, to say nothing of Latin America, fall under Communist domination. 
The rest of the free world would then be fatally deficient in raw materials and 
in manpower. 

The Communist powers will exert every effort to see that they do acquire 
effective control of these areas. Where military aggression is not practical, 
they will work through subversion and propaganda, cleverly picturing a rosy 
economic and social future under Communist leadership. 

The people of the underdeveloped areas are more restless and discontented 
than ever before, partly because conditions actually are deteriorating in some 
areas, but more importantly because these people now for the first time are aware 
of what the benefits of the modern world might bring them. They are going to 
find it increasingly difficult to resist the promises of communism in an atmosphere 
of continued stagnation or deteriorations. They will move one way or the other. 
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In this situation, it seems clear what is needed: The peoples of these areas must 
be given hope that improvement in their living standards lies ahead if they stay 
on the side of freedom. Such hope is not a purchasable commodity. These 
peoples do not want charity. They want to do the job themselves, and they are 
the only ones who can do it. But they need help, both to be shown how and to 
get started. 

In this situation, our point 4 program is a necessity. It provides a positive 
answer to the wiles of communism. It can do more to provide faith in the United 
States and in the free world than any amount of words. 

The technical assistance program has gradually grown in size. In 
fiscal 1951, $31,900,000 was appropriated for technical assistance 
(including Latin America). In 1952 the figure was increased to 
$140,151,000. For fiscal 1953, the President proposed the author- 
ization of $227,000,000. The proposal for fiscal 1953 divides the 
funds as follows: $150,000,000 for south Asia, $55,000,000 for the 
Middle East and Africa, and $22,000,000 for Latin America. These 
figures were reduced by the committee by approximately 12.66 percent 
as noted in earlier sections of this report. 

As indicated in the preceding paragraphs, the TCA program is 
primarily one of showing people in the underdeveloped areas how they 
can improve their lot by themselves. It is not a program for the 
purpose of giving economic help in the form of commodities and 
capital equipment. Grants of supplies and equipment are, however, 
included in technical cooperation programs in order to enhance the 
effectiveness of the work of the technicians and in some cases these 
grants are fairly substantial in amount. A large part of the funds 
should be used for salaries and expenses of technicians sent to these 
areas and for the training of foreign nationals in the United States, 
although it is necessary, of course, for technicians and teachers to 
have supplies, equipment and commodities, in sufficient quantities to 
enable them to carry on their functions. 

According to information presented to the committee the Adminis- 
tration plans during 1953 to spend about $44,252,000 for technicians 
and trainees and $182,748,000 for supplies and equipment. ‘Thus 
for every dollar spent for training, more than $4 will be spent for 
supplies and equipment. The committee calls attention to this fact 
because it believes that there may be a tendency on the part of some 
officers concerned with the TCA programs gradually to emphasize 
commodity and end-item types of assistance rather than technical 
assistance. The committee feels that changes of emphasis in that 
direction would be unwise for a number of reasons. 

When Congress approved the Act for International Development it 
did not fix a terminal date for the program largely because it was 
thought of as a long-range, comparatively low-cost program. Emphia- 
sis was to be on assistance in the form of men, not materials. While 
the need for material assistance is very great in most of these countries, 
it would be vastly beyond the capacity of the United States to con- 
tribute materials and commodities in quantities that would be 
sufficient to more than scratch the surface. The suecess of the 
technical cooperation program depends to a large extent upon the 
willingness of the host countries to help themselves. In the words 
of Mr. Bingham, the programs ‘“‘will not succeed if they are financed 
and run by the United States. To the maximum possible degree, 
the host governments should contribute personnel and money, and 
should participate actively in the operation of the program.”’ 
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The committee made inquiry into whether the countries being 
assisted are contributing a fair share of the cost of the program as 
required by the Act for ‘International Development. It learned that 
in some countries the recipient governments are contributing nothing 
to the programs. One of the administration witnesses testified that 
“under certain circumstances * * * nothing is a fair share.” 
The committee is most anxious that there be no justification for ever 
referring to the technical cooperation programs as give-a way programs. 
it feels it is very important that the word “cooperation” be emphasized 
and that the United States not be put in the position of offering as- 
sistance to any country that is not willing to take action to help itself. 

In order that the Senate may have before it a statement on the 
matter of the contributions of host governments to technical assistance 
programs, there is incorporated here a statement prepared by the 
TCA on this matter. 


CONTRIBUTIONS BY THE Host GOVERNMENTS TO THE Costs OF THE TECHNICAL 
COOPERATION PROGRAMS 


The technical cooperation programs are designed to act as catalysts in the de- 
velopment of the economically underdeveloped countries. They are intended to 
assist the host government’s efforts, and particularly to increase and guide such 
efforts, in developing the countries’ resources. The Act for International Develop- 
ment requires that the country being assisted shall pay a ‘‘fair share’’ of the cost 
of the program. In all our operations, therefore, we are attempting to secure as 
large a contribution as possible from the host governments. 

The amounts which the host governments contribute to the different projects 
vary a great deal depending on the nature of the project, the budgetary position 
of the country, and the length of time cooperative programs have been carried on 
with a country. Where we send a technician to advise a ministry on setting up a 
census bureau, for example, the loeal costs involved are minimal and may consist 
only of necessary working space, office supplies, and clerical and other support 
personnel. In case of an irrigation project, on the other hand, supplies and labor 
financed with local funds may constitute the major share of the cost. Again, ina 
country with relatively meager resources, we may have to finane? more of a 
project, to assure that it is carried out effectively, than in a country which has 
aan ly ample financial resources. 

Another factor which affects the share of a project’s cost which the host govern- 
ment may finance is the length of period during which a cooperation program has 
been in existence with that government. In Latin America, where we have been 
carrying on programs for about 10 years, as the countries came to appreciste the 
contributions which our assistanee has made to their economies, the loc*! share of 
the contributions to the costs of the programs has been increasing. For Latin 
America as a whole, for example, our contribution in 1943 was more than five 
times as great as the contributions of the host governments. Five years later, the 
host governments’ contributions exceeded our contributions, and in 1951 their 
contributions were almost three times as large as ours. The estimeted shares of 
the Latin-American countries in the costs of the proposed programs for fiscal 195% 
is shown in the attached table. For the area as a whole it will be seen that the 
contributions of the host governments to the joint funds are expected to be more 
than three times as great as the Unite1 States contributions. 

The programs in the other areas are still in the bevinning stages and therefore 
no comparable figures are available on the contributions of the host government 
to the programs. In some countries, as in India and Pakistan, the azreements 
provide joint funds which require these governments to contribute to these funds 
amounts at least equal to the United States contributions. It is expected, how- 
ever, that the actual contributions in both countries will be substantially higher 
than the 1 to 1 ratio. In the Near Fast the situation for contributions to 
the cost of projects is generally somewhat less favorable than in the other areas. 
In the current year in particular, because the programs would be initiated after 
the local budgets have already been established, several of the governments have 
found themselves in a difficult position to match our contributions. According 
to the agreements in setting up joint operating funds in several of these countries, 
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however, they will in the future contribute at a 1 to 1 ratio to these funds. In 
other countries our contribution to the cost of the projects will be primarily for 
the cost of technicians, trainees, and only such minimal supplies as are required 
by the technicians to enable them to carry out their work effectively. 

Israel is required to match the United States contribution for the economie aid 
it receives in the current vear, and the distribution of the Israeli contribution 
in local curreney will be determined jointly by the Israeli and the United States 


Governments. Part of this fund will be used for development projects For 
the present, due to the unfavorable financial situation in Irar the contribution 
of the Iranian Government to the projects in the 1952 programs will be con- 


siderably less than would be expected under normal conditions With the resump- 
tion of the operation of the oil industrv, however, it is expected that Iran’s con- 
tribution to the technical cooperation program will approximate our share of 
the cost 

In Liberia, as in Latin America, we have carried on technical cooperation 
programs over a period of several years. Since the beginning the Liberian 
Government has increased its share of the cost of the programs, so that it is 
now about six times as large as the United States shar In KFthiopia, where we 
are currently undertaking a joint operation, it is expected that the contributions 


of the two Governments to the joint account 





Estimated cont? hutior S by the United States and ) her Ame r7cay Re publ c Oo the 

technical cooperation programs, J cal year 1958 

Thousands of 
| I j tes I ul- 
Country ma tri TIONS £0 | . 
. 1 

Bolivia 1, 467 1 45 
Brazil 1, 169 66Y 4,519 
{ hile Z } ( 
Colombia 837 22 
Costa Rica ] 285 
Cuba 278 
Dominican Republic 2 si 
Ecuador 1.38 oa tae 
FE} Salvador 767 § S00 
Guatemala 237 $ 
Haiti é ( 
Honduras 85O SOK 
Mexico | 9 18 437 
Nicaragua wi 2 2 
Panama - ] 17 4A 
Paraguay 1,2 29 
Peru 2, 128 61 2 
Uruenu ( { 
Venezt . 9 25 on 
Regional....... ] ¢ S14 


ZOEiacewae ; 2? 000 5. 054 16, 781 


Contributions by United States and the other American Republics to the technical 


l 


coo pe ration programs, fiscal years 1943-51 


In thousands of dollars] 


I : i State 
Yy . Total United Lo ‘ 

ea t t t 

int fund as ' 
1943 é (, 41 8, 769 1,644 
1944 ‘ R24 1 72 4 8 
1045 8, 192 10, 57 4.713 
1946 4 4 
1947 1 4 6 ' » oa 
1948 Ob2 4, oui 0, 941 
1949 t, s 5, OY 
1950 1. G68 { “4 6. OH7 
1951 s, 127 
1, = 47,494 68. 474 82. SSO 


ee 
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The principal emphasis of technical-assistance programs during 
1953 is to be upon increasing food production. This problem is 
particularly important in those areas of the world where the popula- 
tion is pushing heavily upon the capacities of the countries to produce 
their own food. The chart which follows indicates the percentage 
distribution of the TCA programs as between the production of food, 
health, and education. 


PERCENTAGE DISTRIBUTION OF TCA PROGRAMS 
FISCAL YEAR 1953 
LATIN NEAR EAST SOUTH 


ALL AREAS AMERICA AND AFRICA ASIA 
100% -~ 





$4.93 


21.89 


24.16 





17 O7 





50% 





WME Food Production (] Natural Resources, Transportation, 
Health industry and Handicraft, Public 
Cu) Education Administration and Others 


(a) Near East and Africa.—The administration requested that 
$196,000,000 be authorized for economic and technical assistance to 
the countries of the Near East and Africa. Included in this figure 
wus $65,000,000 (reduced to $56,772,000 by the committee) for the 
United States contribution to the Palestine refugee fund and 
$76,000,000 (reduced to $66,380,000 by the committee) to assist 
Israel in meeting problems caused by the influx of refugees into that 
country. The committee, believing that there might be a tendency 
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to assume that the refugee programs, discussed below, were a part of 
the technical-assistance program, amended the proposed legislation, 
te make it clear that the fund for technical and economic assists ince 
is to be $48,038,000 for 1953 as contrasted with the sum of $56,256,000 
for assistance of the same type to the same area in 1952 

The TCA program for 1953 proposes assistance to the Arab states of 
EKevpt, Iraq, Jordan, Lebanon, Saudi Arabia, Syria, and Yemen in the 
amount of $23,500,000; to Iran and Israel in the amount of $28,000,000, 
most of which will go to Iran, and to the other independent states of 
North Africa of Ethiopia, Liberia, and Lybia in the amount of 
$3,500,000, thus totaling $55,000,000. Re: adjustme nts in these figures 
will be required as a result of the committee’s action in reducing the 
figure of $55,000,000 to $48,038,000 

The program for the Arab states, which does not vet include Svria 
and Yemen because agreements with those countries have not been 
coneluded, is one of emphi asis on the training of technicians able to 
help each of the countries deal with the problems peculiar to their 
own situation. Thus, in countries ay as Iraq which have large 
unutilized land resources, the program is directed toward bringing 
these lands into productive use. In hers. attention is being given 
to helping her meet problems in connection with the storage of grain. 
In Jordan, in cooperation with British and United Nations missions, 
help is being directed toward developing water sources for irrigation 
and putting her manpower to more productive uses 

For the Arab states as a whole, 58 percent of = proposed programs 
are for land reclamation, the de se reves of water resources, and 
increasing food production. Some 19 percent of the funds are to be 
used for public health and sanitation purposes 

(h) Asia and the Pacific. Of the S408 000 000 reduced to $356.- 
354,000 by the committee) requested for economic and technical assist- 
ance in Asia and the Pacific, the administration requested that 
$150,000,000 be administered by the TCA and the balance of $258,- 
000,000 by the Mutual Security Ageney. Formosa, Indochina, the 
Philippines, and Thailand are receiving military aid from the United 
States, and MSA ope rations in these countries are being earried on 
in close support of these mutual defense programs. Economic and 
technical assistance of the kind being furnished by MSA in these 
countries is necessary to forestall active Communist aggression or to 
prevent political disruptions that threaten to play into the hands of 
the Communists and bring mutual defense efforts to naught. Though 
Burma and Indonesia are receiving no military aid, it seems important 
to have MSA continue to operate the economic and technical assist- 
ance programs in these countries, rather than to shift them to TCA 
at this time. All the southeast Asia countries are exposed to a clear 
and present Communist threat, and the committee believes it would 
be unwise to experiment with changes in administration under these 
circumstances. However, the committee feels that as soon as some 
substantial degree of stability is achieved there that it would be 
proper for the TCA to take over assistance operations in these coun- 
tries, - 

The “TCA programs in south Asia as projected by the administra- 
tion for next vear will be substantially the same as for 1952 except 
that the funds for India will be increased from about $54,565,000 to 
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$115,000,000; and the funds for Pakistan from about $10,778,000 to 
$33,500,000, subject, of course, to the committee’s reductions. These 
are the largest increases in this area. 

In India emphasis is to be continued on helping increase food pro- 
duction. The successful operations of TCA programs in pilot projects 
in the Etawah region of India where food production has been increased 
by 46 percent over a 3-year period have indicated that further assist- 
ance along these lines will be most productive. 

In Pakistan attention is to be given to supplying technical assist- 
ance to improve agricultural efficiency and production and to develop 
power and transportation facilities. 

The Mutual Security Programs for the Pacific area are designed 
to help the independent states there to build economic foundations 
strong enough to enable them to maintain their independence. The 
programs in this area which last year totaled $166,500,000 will be 
increased to $258,000,000 (subject to the committee reduction) under 
the administration’s proposal for 1953. The largest part of the 
assistance will go to Formosa which is to receive $115,000,000. The 
Formosan assistance will go for the most part to direct military sup- 
port and to maintaining economic strength by assisting Formosa in 
purchasing commodities. 

The chart which follows indicates the general distribution of funds 
for the far eastern economic program by country and by project. 
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(¢) Latin America.— The administration proposed the authorization 
of $22,000,000 for technical cooperation programs in Latin America, 
reduced to $19,215,000 by the committee, as contrasted with 
$21,245,653 appropriated last year for the same area. Most of these 
funds are to be administered by the Institute of Inter-American 
Affairs which has been operating in Latin America since the war. 
They will be distributed on a bilateral, “grant-in-aid’’ basis. However, 
the administration proposes to make a contribution to the Organiza- 
tion of American States in the amount of $1,000,000 for multilateral 
technical assistance in Latin America. 

The committee was encouraged to note that the programs in Latin 
America over the past 5 years have seen increased contributions on 
the part of the recipient governments as noted above. It believes 
that the total TCA program will be moving in the right direction if 
the result of technical assistance is to encourage host governments to 
do more and more for themselves along the lines promoted by 
assistance given, 


18. MULTILATERAL TECHNICAL COOPERATION 


The administration proposed the authorization of $17,000,000 for 
contributions under the terms of the Act for International Develop- 
ment to international organizations for technical cooperation pro- 
grams. ‘This was an increase of $4,000,000 over the $13,000,000 
which was authorized for that purpose last year. The $17,000,000 
authorization was reduced by the committee to $14,848,000. 

More than 50 nations have joined together in projects to provide 
technical assistance to underdeveloped countries on an international 
basis. The TCA witnesses testified that the bilateral program of the 
United States is carried on in close coordination with the interna- 
tional program and that the two programs complement each other. 
The committee believes it is most important that there be no over- 
lapping between the two programs and recognizes that there may be 
numerous occasions when technical assistance can better be provided 
on a multilateral rather than on a bilateral basis. 

The United States under the proposals for 1953 for United Nations 
technical assistance programs is expected to carry about 60 percent 
of the total — ‘The table which follows indicates the way in which 
the total U. program funds are to be divided as between organi- 
zation and os tion. 
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United Nations program of Jechnical assistance 
specialized agencies by geographic region, calendar 19538 
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Estimates for United Nations and 





Title I1I—Pacific 
Title I Pith I . 
Agency . Near East i 
, Europe : ; ‘ 
and Africa |g nth Ast Southeast 
South ia 
Asia 
Food and Agricultural Or 
ganization $470, 000 | $2,712,000 $1,260,000 $1,134,000 $1,913, 00K $7, 527, 000 
International Civil Aviation 
Organization 36, 000 398, OOF 190, 000 171, 000 87, 000 900, OOF 
International Labor Organi 
zation 328, 000 681, 000 638, OO 74, OOF 676, 008 2. 8456, OOK 
International Telecommuni 
cations Union 79. 000 R23 On 00 1 «K mM OM 
United Nation 185. 000 1, 290. 000 077. 00 RRO. OOK 2 Wx ) vo 
United Nations Eduecatior 
Scientific, ind = = Cultural 
Organization 129, CO 906, OO 905, 000 R15. OO S27. OOM 000 
World Health Organization 202, OOK 2 293. OOK G26, OX 434, O00 1. 398. OOK tT 
World Meteorological Or 
ganization 79, 000 & hl ww) “W) mw) (WM 
Total 1. 350. 006 & 438 000 5 O62. OO $ 558. OOK 7. 592. 000 27, 000, 000 
United Nations program of technical assistance—Estimates by fields of activity, 
calendar 1958 
Exp Fellow I 
Sup 
i I ) ’ 
: ! 
Numt qc’ Nutr } ( 
1, Agriculture, forestry, and fist 
eries 295 $3, 628, 500 2 $ 124, OOK $2? 046, 500 $6, 699, 000 
2. Health and sanitation 299 2. 730, 60K 24 784. 000 1 568. 200 5 082. 800 
3. Natural resources, public work 
ind transportation 2 1, 131, 600 f 320, OO On 2 010. 600 
4, Education 103 1, 266, 900 l 5. 200 635. OOK 2 957.100 
5. Industry, handicraft, and hous 
ing 19 1. 832. 700 12. OM ; N 259, 800 
6. Public administration 192 61. 600 9 6.000 648. 500 666. 100 
7. Joint economic commissions 
ind surveys 62 762, 600 9 166. 400 25, 60K | 1 #00 
Administrative cost 2 970. 000 
Total 14, 5M 1,1 s A) t 17, GOK 27, 000, 000 


United States share, 60 percent 


19. THE PALESTINE REFUGEE PROGRAM 

The problem of the Arab refugees from Palestine is now before the 
Senate for the fourth time in as many vears. The Senate is, therefore, 
familiar with the background of the problem. 

The administration requested $65,000,000 for Arab refugees from 
Palestine during fiscal vear 1953. This will constitute the second 
United States installment on a 3-vear relief and resettlement program 
which began on July 1, 1951, and according to estimates, will total 
$250,000,000. 

The 3-year program, approved by the U. N. General Assembly last 
winter, is designed to resettle the Arab refugees in the near eastern 
countries and end international relief operations. The distribution of 
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relief and resettlement funds is programed by the United Nations 
Relief and Works Agency for Palestine Refugees in the Near East as 
follows: 


| 


Fiscal year Fiscal year Fiscal year Total 

1952 1953 1954 — 
Relief | $27,000, 000 $18, 000,000 | $5, 000, 000 $50, 000, 000 
Resettlement 50, 000,000 | 100,000,000 | 50,000,000 | — 200, 000, 000 
Total , 77, 000, 000 118, 000, 000 55, 000, 000 250, 000, 000 


It will be noted from the table that relief expenditures are expected 
to drop sharply from a peak of $27,000,000 for fiscal year 1952 to a 
final low of $5,000,000 for fiscal year 1954. Funds devoted for rein- 
tegration programs, on the other hand, will reach their peak in fiscal 
year 1953 when $100,000,000 is programed for resettlement projects. 

The committee heartily endorses the United Nations objective of 
shifting as rapidly as possible from relief to resettlement operations. 
The United States cannot be-expected to continue indefinite relief 
programs of this type without an end in sight. The committee has 
noted, however, that the program is based upon the achievement of 
goals on the assumption that all interested parties in the Near East— 
the Arab States, the refugees themselves, and Israel—will cooperate 
wholeheartedly in the program, and that the necessary amounts will 
be raised voluntarily by United Nations members. 

In 1949, the committee in approving $16,000,000 for a 9-month 
program for the relief of Palestine refugees stated that— 

The committee does not look upon the United Nations resolution, or the subse- 
quent favorable action taken by this committee * * * as constituting a pre- 
cedent in establishing the United Nations responsibility for refugee problems in 
general or for repeated appeals for aid on a voluntary basis. 

In 1950 this committee approved an 18-month United Nations pro- 
gram and a United States contribution of $27,450,000. In its report 
at that time, the committee declared: 

As can be seen, the proposed program calls for the liquidation of direct relief 
by the end of 1950 * * *, Although there is a possibility that the United 
Nations may need to continue some direct relief after that period, it is contem- 
plated that the direct relief problem will be of manageable proportions by the 
end of 1950. By that time also the Palestine Relief Administration should be 
able to conclude arrangements with the near-eastern governments so that they 
can by December 31, 1950, at the latest, take full responsibility for the mainte- 
nance of refugees that remain within their territories. 

In approving $40,000,000 (subsequently increased to $50,000,000) 
last year, the committee reported that no great progress had been made 
toward the resettlement of refugees during fiscal year 1951, but 
“ereater progress is expected for the coming fiscal year * * *,” 
Testimony taken recently by the committee, however, has ‘revealed 
that the number of refugees on relief rolls has not appreciably dimin- 
ished since the committee reported last on this program, nor have 
many resettlement funds been committed to date. 

This testimony also developed that the political climate in the Near 
East which has so far delayed negotiations for the resettlement of the 
refugees has not changed as much during the past year as had been 
hoped. The committee cannot stress enough its urgent conviction 
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that the settlement of the Arab refugees must be accomplished in the 
near future. These refugees and the political problem they represent 
are a constant threat to stability in the Near East. It is in the interest 
of the Arab States, as well as the United States, to seek an early 
solution to this problem. 

The committee has also noted that the expectation of contributions 
by United Nations members has not been met. For fiscal year 1951, 
the program called for $54,900,000 of which the United States con- 
tributed $27,450,000. Cash receipts for that fiseal year, however, 
totaled only $37,000,000 including the United States contribution. 
Total contributions (including contributions in kind, contributions by 
Arab states and by voluntary agencies) were $45,000,000, over 
$9,000,000 below expectations. As shown by the table above, the 
fiscal vear 1952 contemplates the expenditure of $77,000,000 of which 
the United States will contribute $50,000,000. As of the end of 
March, the United Nations has received $30,000,000 in contributions 
including $20,000,000 from the United States. The United Nations 
expects to receive by June 30, 1952, from all sources about $72,000,000 
which is again $5,000,000 short of its goal. 

‘The committee is disturbed by this aspect of the programing. The 
committee feels that as long as the United States contributes so 
heavily to this program other nations must make substantial con- 
tributions for their part. 

In accordance with the over-all cut voted by the committee, the 
executive branch’s request for $65,000,000 for the Palestine refugees 
has been reduced to $56,772,000. The committee app? ‘oves. this 
amount with an earnest hope and expectation that the problem of 
these refugees will be forcefully attacked during the coming fiscal 
year so that they can look forward to peaceful integration and a 
decent livelihood in the near eastern countries. The committee is 
aware that humanitarian, economic and political considerations dictate 
that, in the national interest of the United States, these refugees 
cannot be allowed to starve while their future is being settled. 


20. EMERGENCY AID TO ISRAEL 


Emergency aid to Israel was inaugurated last year with the au- 
thorization of $50,000,000 in section 205 of the Mutual Security 
Act of 1951, “for specifie refugee relief and resettlement projects in 
Israel.’ The insertion of this provision was a recognition by Congress 
of the United States interest and concern with the stability of Israel 
and its economic integration in the Near East. 

Most of Israel’s problems are attributable to the inadequacy of its 
resources to provide for its growing population. Despite an austerity 
program and vigorous fund-raising campaigns abroad, Israel does not 
have enough foreign exchange to meet the minimum needs of its 
people and at the same time carry out a capital investment program 
designed to provide gainful pursuits for its people on a long-range 
basis. 

The program devised to meet Israel’s need is esse er ed an ECA- 
type operation. It can be justified on the basis that Israel is faced 
with a unique problem in having to absorb and continue to absorb 
a large number of immigrants. 
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The total program proposed for Israel for fiscal year 1953 amounts 
to $79,000,000 of which $3,000,000 is for technical assistance and cov- 
ered elsewhere in this report, and $76,000,000 is for emergency eco- 
nomic aid. These amounts compare with a total of $64,950,000 allo- 
cated to Israel for fiscal 1952 of which $63,500,000 was in the nature 
of economic aid under sections 203 ($13,500,000) and 205 ($50,000,000) 
of the Mutual Security Act of 1951 and $1,450,000 in the form of 
technical assistance. The funds for 1952 were programed to be 
divided among these major categories: (1) Relief for refugees, 
$38,000,000; (2) homes and communities, $11,000,000; and (3) de- 
velopment programs for employment, $14,500,000. As of March 
1952, $25,730,000 had been obligated, negotiations for the obligation 
of $24,270,000 had been completed and negotiations for the remainder 
were under way. 

The proposed 1953 program continues the basic purposes of the 1952 
program, namely (1) to provide food, clothing, and fuel for the 
refugees; and (2) to resettle the refugees by assistance in housing, and 
agricultural and industrial development. 

The following table illustrates the proposed division of funds among 
the major categories: 


Tabulation of emergency aid to Israel, fiscal 1953 


Miltions 
Relief for refugees: of dollars 
Ls Re VORAITONRRIN Ss sis i ce BOE aban n kee nb das , 7° 
a. F od lers ‘. ' én 4 wie 5 
3. Raw materials for clothing and footwear oa apr , 6 
1. Fuel ef ; : : 9 
35 
Resettlement of refugees: 
A. Homes and communities: 

1. Housing ' 5 
2. Seed, fertilizer, ete i es 3 
3. Farm buildings - —_ ; casas 3 
t. Farm machinery, tools, spares 1 
5. Livestock __ 2 
6. Medical facilities l 
18 

B. Development programs for employment: 
1. Transport _- eae ; 5 
2. Power ie P ; Nae 5 
3. Irrigation dale tek ode RE pet be ee ee Te 6 
+. Industry es be ome Sewsighian cone ease 6 
5. Fishing ig cate i ah ae, teh aed ed ae 1 
23 
Ot) CONT Ns Sl iii ndiwed dav nene see ndeeiu ac ORO 


The committee notes that the amounts to be devoted to refugee 
relief are decreased while those to be devoted to resettlement are in- 
creased. The committee favors this change of emphasis in the pro- 
gram. In fact, the committee urges the administration to end relief 
operations as soon as possible and concentrate on economic develop- 
ment, with the purpose of helping Israel to become self-supporting in 
the quickest time possible. The committee wishes to emphasize that 
it regards this program as a short-term emergency operation to be 
terminated as soon as practical. 
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The committee voted to reduce the amount of emergency aid to 
Israel from $76,000,000 to $66,380,000. 


21. THE KOREAN RECONSTRUCTION PROGRAM 


Last year the United Nations in anticipation of the end of hostilities 
in Korea created the United Nations Korean Reconstruction Age ney 
(UNKRA). The objectives of the agency are (1) to provide minimum 
food, shelter, clothing, and medical services, (2) to assist in increasing 
Korean production, (3) to assist in developing agriculture and fisheries, 
(4) to assist in training Koreans in technical skills, and for similar 
purposes necessary to help Korea maintain her independence and 
economic strength. Such a program cannot go into effect until the 
end of hostilities and in the meantime minimum assistance of this 
kind is being handled by the United Nations unified command. 
The program of UNKRA calls for a total of $250 million, $162.5 
million of which was tentatively pledged by the United States, subject 
to congressional approval, and the balance to be contributed by other 
United Nations. 

Last vear Congress reappropriated $50 million and authorized an 
additional $45 million for this program. This year the administration 
requested that the unexpended balances appropriated last year be 
carried over, that the $45 million authorization be continued, and that 
not to exceed $67,500,000 of goods which the Department of the 
Army has on hand at such time as UNKRA takes over operations 
should be made available to UNKRA, with proper credit being given 
such American contributions. It is not expected that UNKRA 
will be able to take over these operations in Korea until about 6 
months after the cessation of hostilities. 

The committee believes it is extremely important that in the event 
of the end of hostilities the United States be prepared in collaboration 
with other United Nations to do all it can to help the people of Korea 
in some small measure to recoup the losses which they have suffered 
by reason of their being victims of Communist aggression. 


G. SpeciaLt Topics 
22. ADMINISTRATION 


The Mutual Security Ageney which was given responsibility by 
Congress last October for the coordination of foreign military, eco- 
nomic, and technical assistance programs has not vet had time to 
complete all details that go with a reorganization as broad as that 
prescribed by the Congress. The committee has been well impressed, 
however, with the coordinated approach to the mutual security 
legislation as evidenced by the Administration’s presentation this 
year. Because the subject of administration was examined so care- 
fully by the Congress during the last session, the committee did not 
devote a great deal of attention this year to study of this question. 
It submits to the Senate, however, two charts which show the way 
in which the funds for next vear will be expended under the direction 
of the Mutual Security Agency and which describe the screening 
process through which military requests must pass before they are 
submitted to Congress. 
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THE MUTUAL SECURITY PROGRAM 


Cpnenese PRESIDENT 


DIRECTOR FOR 
MUTUAL SECURITY 


AUTHORIZATION REQUEST FOR 1952/53....$7.9 BILLION 


Technical Defense Support 
Militery Cooperation for Europe and 
End ~ items Administration Technical and 
$ 5,425 mittion ond UN Programs Economie Programs 
$398 million for Southeast Asia 
$2,077 million 


DEPT. MUTUAL 
OF SECURITY 
DEFENSE AGENCY 


FOREIGN COUNTRIES 
Ambassador 


Military Technical Mutuol 
Assistance Cooperation Security 
Advisory Admini- Agency 

Group stration 
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DEPARTMENT OF DEFENSE 


MILITARY ASSISTANCE SCREENING PROCESS 


(NATO COUNTRIES) 
COUNTRY & MAAG REPRESENTATIVES LSE OD 


= 
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BOB POLICY 
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vy ? CONGRESSIONAL 
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23. UNOBLIGATED AND UNEXPENDED BALANCES 


There has been considerable confusion in public testimony and 
discussions relative to provisions in the pending legislation which 
authorize the carry over of “unexpended balances of any appropria- 
tions heretofore made.”’ 

In order that the Senate may have the complete picture before it, 
relative to unexpended and unobligated funds in the Mutual Security 
Assistance Program, there is printed a table prepared by the Mutual 
Security Agency which shows the unexpended and unobligated bal- 
ances as of certain dates in the past and projected through June 
30, 1953. There is also printed a chart showing the unexpended 
balances on a comparative basis. 
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THE MUTUAL SECURITY PROGRAM 


ESTIMATE OF CUMULATIVE FUNDS AVAILABLE, 
CUMULATIVE EXPENDITURES AND UNEXPENDED BALANCES 


MUTUAL SECURITY ACT 


( Billions of Dollars ) 


"7 r Unobligated Funds 
Unobligated Funds | 0.4 |_of June 30,1953 65 
5.9 egies ae a 
/ 26.1 ( 261 
| ec 






Cumulative 
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Unexpended Funds 33 Available 
~ Balonce Avoiloblesm ¢ 
oem ask ; —>— . $ - st 
<u Funda 2. Cumulotive 
Fu DO 
Available soy Sian 
Cumulative’ 
Expenditures 
Cumulative 17h: - 
Expenditures 1 
14.0 
Jan. 31,1952 June 30,1952 June 30,1953 


UNEXPENDED BALANCES BY PROGRAM 


‘ ( Millions of Dollars ) 
9,669 
DEFENSE SUPPORT 
ECONOMIC ond TECHNICAL 


ASSISTANCE * 


965 1,016 


Jon3!l, June 30, June 30, Jan.3l, June30 June 30, 
i952 i952 1953 1952 1952 1953 
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Much of the confusion seems to have arisen from the release of 
figures on January 31, 1952, showing that as of that date out of a 
total amount appropriated of $26,071,700,000, for mutual security, 
$12,091,900,000 was still unexpended and of this unexpended figure 
$5,895,300,000 was still unobligated. This has given rise to sugges- 
tions that with all this money still in the bank ‘it is unnecessary to 
authorize the appropriation of additional mutual security assistance 
funds for fiscal 1953. As will be noted from the preceding table, 
however, as of the end of this fiscal year it is anticipated that the 
unexpended figure will be down to $8,953,100,000 and the unobligated 
figure will be $350,000,000. 

In order to analyze these figures, care must be taken to distinguish 
between unexpended funds and unobligated funds. Before funds 
can be obligated they must be appropriated and they are usually 
obligated long in advance of their expenditure. Thus, if the Defense 
Department wishes to send a mpryiang of tanks to Western Europe, 
it is necessary to make a contract for their production (based upon 
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appropriations that have been made) and vet it may be from 18 
months to 2 years before the tanks will be delivered. The money 
for payment of the tanks must by law be available when the contract 
is signed but is generally expended (that is, actually paid for with 
cash) only when the tanks are delivered. The funds, though not 
expended, are nevertheless tied up during the period of the contract 
and are not available for expenditure for other items. Thus, there is 
always some time lag between the obligation of funds and their ex- 
penditure and, in the case of long lead-time items like tanks, aircraft, 
and complicated electronic equipment, the time lag mav be very 
substantial. 

The fact is that 1f no new money were appropriated this year for 
obligation in fiseal 1953, there would be but $350,000,000 available 
for the total mutual security program for next year. At the present 
time the Defense Department is obligating funds at a rate of over 
$1,000,000,000 per month. Thus, if no new funds were appropriated 
for 1953, by about July 15, 1952, the estimated unobligated sum of 
$350,000,000 would be exhausted and there would be no funds avail- 
able with which to place orders for the balance of the vear. True, as 
of June 30, 1952, the unexpended figure will still be nearly $9 billion, 
but at that time all but $350,000,000 of these unexpended funds will 
need to be held to make payments on contracts many of which were 
entered into as muc h as 2 vears ago. 

To avoid a year’s hiatus in the Mutual Security Program, it is im- 
perative that new funds be authorized and appropriated now to serve 

as the basis for contracts to be made during fiscal 1953. 

Some question may be raised about the $350,000,000 which will be 
unobligated as of June 30, 1952 According to te stimony received by 
the committee it is essential to be able to carry over this unobligate d 
figure in order to take care of design changes that may involve some 
increases in payments on contracts that have already been entered 
into. 

The committee examined the question of unobligated and unex- 
pended balances most carefully, and feels that any attempt to use 
these figures as a basis of supporting cuts in the authorization would 
be a mistake and would substantially interfere with our efforts to 
complete, as soon as possible, the job of building the defenses of the 
free world. 


24. CONTINUATION OF CERTAIN PROVISIONS OF THE ECONOMIC COOPERA- 
TION ACT OF 1948, AS AMENDED 


Section 502 of the Mutual Security Act of 1951 abolished the Eco- 


nomie Cooperation Administration and provided that after June 30, 
1952— 


none of the powers, functions, and responsibilities conferred by that Act shall be 
exercised * * * except those powers, functions, and responsibilities found 
necessary to enable the Director (for Mutual Security) to carry out the duties 
conferred on him by seetion 503 of this Act, which powers, functions, and responsi- 
bilities unless otherwise provided by law shall continue in effect until June 30, 
1954. 


Pursuant to the provisions of this section, the President on March 
26, 1952, informed the appropriate congressional committees of the 
powers, functions, and responsibilities not found necessary to enable 
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the Director for Mutual Security to carry on his responsibilities under 
the terms of the Mutual Security Act of 1951. The Committee on 
Foreign Relations considered the President’s letter, which follows, and 
agreed that the transfers of power proposed were proper. The com- 
mittee felt, however, that provisions of the Economic Cooperation Act 
relating to guaranties for informational media and to the payment of 
freight for relief shipments, which would have lapsed under the terms 
of the President’s letter, should be continued by other agencies. 
Provision to continue this authority in these respects are included in 
the pending bill. 
THe Wuire House, 
Washington, March 26, 1952. 

Hon. Tom ConNALLY, 


Chairman, Committee on Foreign Relations, 
United States Senate, Washington 25, D. C. 


My Dear Mr. CuHarrMan: Pursuant to section 502 (c) of the Mutual Security 
Act of 1951 (Public Law 165, 82d Cong., Ist sess., approved October 10, 1951), 
I hereby inform the Committee on Foreign Relations of the Senate that I have 
found that, except as hereinafter set forth, all of the powers, functions, and re- 
sponsibilities transferred to the Director for Mutual Security by subsection (b) 

2) of section 502 of said act are necessary to enable the Director for Mutual 
Security, after June 30, 1952, to carry out the duties conferred upon him by section 
503 of said act. 

Powers, functions, and responsibilities under the Economic Cooperation Act 
of 1948, as amended, with respect to the following are not necessary to enable the 
said Director, after June 30, 1952, to carry out the duties so conferred upon him: 

|. Creation of a corporation (sec. 104 (d)). 

2. Consultation with the Secretary of State in the specific manner prescribed in 
section 105 (b). 

3. Consultation between the chief of the special mission and the chief of the 
United States diplomatic mission in the specific manner prescribed in section 
109 (b). 

4. Guaranty of investments in enterprises producing or distributing informa- 
tional media (sec. 111 (b) (3)). 

5. Procurement and increased production in participating countries, under sec- 
tions 115 (i) (1) and 117 (a), of materials which are required by the United States 
as a result of deficiencies or potential deficiencies in the resources within the 
United States; and purchase, under section 115 (i) (2), of strategic and critical 
materials in any participating country. 

6. Promotion and development of travel by citizens of the United States to 
and within participating countries (sec. 117 (b)). 

7. Payment of ocean freight charges of relief supplies and packages (sec. 117 
(¢c)). 

The findings under section 502 (c) have been framed in terms of a specification 
of powers to be discontinued rather than powers to be continued. This approach 
has been adopted because by the enactment of section 503 the Congress has 
already limited the range of the Director’s responsibilities with respect to the 
activities of the Mutual Security Agency, thereby anticipating the action which 
had originally been contemplated would result from the finding under section 
502 (« 

The Congress, in the Mutual Security Act, reaffirmed the proposition that the 
mutual security efforts of the free world should not fail because some cooperating 
countries cannot now provide all the phvsical and financial resources required for 
defense mobilization. The Mutual Security Ageney already has adjusted its 
programs and organization, and has curtailed some functions and modified others 
in order to direct its full effort to the objectives of the mutual security program. 
Under section 502 (b) (2) of the act, however, the Mutual Security Ageney now 
is using to support mutual defense the same major powers and functions which 
originally were needed to assist economic recovery. This experience has shown 
that the basic powers of the Economie Cooperation Act, appropriately redirected 
toward the new objectives, are necessary to enable the Director for Mutual 
Securitv, after vune 30, 1952, to carry out his responsibilities under section 503 
of the Mutual Security Act. Those provisions of the Economie Cooperation Act 
which are not required for this purpose are set forth in the above finding. 
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Although the Mutual Security Ageney’s authority to subsidize relief ship- 
ments and-to make guaranties of informational media investments will be dis- 
continued, it is essential that these activities be carried on after June 30, 1952 
There has been submitted for the consideration of the Congress as a part of the 
1953 mutual security legislation a request for authority and funds which would 
permit the President to designate any department or agency of the Government 
to carry on the function of subsidizing relief shipments. At an early date there 
also will be submitted for the consideration of the Congress a request for authority 
to enable the Government to continue the work of guaranteeing investments in 
informational media enterprises. 

I am enclosing for vour information copies of a report relating to the foregoing 
prepared by the Director of the Bureau of the Budget. 

Sincerely yours, 
Harry 8S. TRUMAN, 


25. USE OF COUNTERPART FOR EDUCATIONAL EXCHANGE PROGRAMS 


The enactment in 1946 of Public Law 584, amending the Surplus 
Property Act of 1944, has permitte «dan educational exchange program 
with more than 20 nations. The program has been operated with 
local currencies derived from the sale of surplus property left in foreign 
countries after World War II. 

It is now proposed by section 10 of the proposed legislation to permit 
the Department of State to make use of counterpart funds and other 
local currencies acquired by settlements such as those under lend- 
lease, (a) to supplement existing programs in those countries where 
surplus property funds are inadequate te finance the desired program, 
and (6) to finance programs in those countries where the absence of 
any local surplus property funds precludes the initiation of a program. 
The proposal, for the foreseeable future, would allow an increased 
program and the initiation of programs in a number of countries. 
In particular, it would permit a continuation of programs in countries 
where surplus property funds will no longer be available after the 
fiscal year 1953. 

Follewing the general pattern established in Pub lie Law 584, no 
appropriation as such is sought and loeal currencies would be available 
without reimbursement weg any appropriation. 

The proposed amendment see ‘ks no priority for the use of local eur- 
rencies for educational exchange programs but seeks to establish the 
authority for their use where agreements can be arrived at with the 
respective countries for an educational exchange program and for the 
nse of these currencies for that purpose 


26. SHIPPING PROVISIONS 


Section 409 of the Mutual Defense Assistance Act requires that 50 
percent of the equipment and materials made available under that 
act be carried in United States flag vessels. The committee consid- 
ered whether the provisions of this section are applicable to material 
supplied on a reimbursable basis under section 408 (e) of the act, 
which is furnished to a foreign nation without cost to the United States 


and is the property of the purchasing country at the pomt of delivery. 
The committee decided that since the foreign government is purchasing 
this material with its own funds that it is net proper to require such a 
eountrs to ship 50 percent of this n atertal on United States flag vessels. 
Therefore, ection 408 (e) is amended to 1 ec it clear that the shiy - 
pins DroOvIsior o1 the act are not appicahbie to aterials furnished 
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27. INTERNATIONAL CHILDREN’S EMERGENCY FUND 


Last October the Senate passed S. 2079 authorizing the appropria- 
tion of $12,000,000 for contributions to the United Nations Interna- 
tional Children’s Emergency Fund during the fiscal year ending June 
30, 1952. No action en this bill was taken in the House. The last 
appropriation for this purpose was the $5,750,000 in the Third Supple- 
mental Appropriation Act, 1951. All of that sum was required to 
match contributions from other governments made prior to June 30, 
1951, and was paid in full before the end of 1951. 

The amount of $20,962,000 authorized in S. 3086 is required to 
enable the United States to contribute a fair proportion of the 
UNICEF program requirements for the period provided in Resolution 
417 of the fifth session of the United Nations General Assembly. In 
5. 2079 the Senate approved $12,000,000 for the present. fiscal year. 
The authorization in S. 3086 provides the same amount for each 
of the two fiscal years 1952 and 1953, subject to the same percentage 
reduction applied to the entire bill. 





H. ConcLusion 


The Committee on Foreign Relations, after careful review of the 
President's proposals for the continuation of the Mutual Security Act 
through fiscal 1953, believes that it is in the best interests of the 
United States to continue this program. 

This committee has long believed and demonstrated its belief that 
the United States can no longer be secure by relying on its own 
strength alone. This committee has believed that in the face of the 
world-wide threat posed by Communist aggression the greatest 
measure of security for the United States lies in peaceful collaboration 
with the other free nations of the world. Founded on this belief the 
committee has recommended and the Senate supported a series of 
measures to increase the security and stability of the free world: Aid 
to Greece and Turkey, the Rio Treaty, the European recovery 
program, the North Atlantic Treaty, the Technical Assistance Program, 
the Mutual Defense Assistance Program, and the Mutual Security Act 
of 1951. , 

Having acknowledged that United States security is augmented 
by economic and political stability and military strength in the free 
nations of the world, the committee feels that it is in the national 
interests of the United States to continue to help our-friends produce 
these conditions of stability and strength individually and collectively. 
The stronger the free nations are, the greater is the security of the 
United States. For these reasons, the committee commends the 
proposed bill to the Senate for favorable action. 





APPENDIX 
CHANGES IN Existina Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SecTion 2 or THE Murua Securiry Act 


Src. 2. (a) The Congress declares it to be the purpose of this Act to maintain 
the security and to promote the foreign policy of the United States by authorizing 
military, economic, and technical assistance to friendly countries to strengthen 
the mutual security and individual and collective defenses of the free world, to 
develop their resources in the interest of their security and independence and 
the national interest of the United States and to facilitate the effective partici- 
pation of those countries in the United Nations system for collective security. 
The purposes of the Mutual Defense Assistance Act of 1949, as amended (22 
U. 8S. C. 1571-1604), the Economie Cooperation Act of 1948, as amended (22 
U.S. C. 1501-1522), and the Act for International Development (22 U. 8. C, 
] 


t 


557) shall hereafter be deemed to include this purpose. 

(b) The Congress welcomes the recent progress in political federation, military 
tntegration, and economic unification in Europe and reaflirms tts belief in the necessity 
of further DLVOTOUS efforts toward these ends as a means of building strength, estab- 
lishing security, and preserving peace in the North Atlantic area. In order to provide 
further encouragement to such efforts, the Congress believes it essential that this Aet 
should be so administered as to support concrete measures for political federation, 
military integration, and economic unification in Europe. Appropriations made 
pursuant to paragraphs 101 (a) (1), relating to military assistance and 101 (a 
relating to defense support and economic assistance of this Act, may be used, pur 
suant to the applicable terms and conditions of the Mutual Defense Assistance At 
of 1949, as amended, and the Economic Cooperation Act of 1948, as amende d (22 
U. S. C. 1501-1522), respectively, to furnish assistance (including, in the case of 
amounts available pursuant to paragraph 101 (a) (2), transfers of funds) to any 
of the following organizations: (a) The North Atlantic Treaty Organization, (b) the 
EKuropean Coal and Steel Community, (c) the organization which may evolve from 
current international discussions concerning a European defense community. 


Secrion 101 or THE MvurvaL Stecuriry Act 
TITLE I—EUROPE 


Sec. 101. (a) In order to support the freedom of Europe through assistance 
which will further the carrying out of the plans for defense of the North Atlantic 
area, while at the same time maintaining the economic stability of the countries 
of the area so that they may meet their responsibilities for defense, and to further 
encourage the economic unification and the political federation of Europe, there 
are hereby authorized to be appropriated to the President for the fiscal year 1952 
for carrying out the provisions and accomplishing the policies and purpose of 
this Act 

(1) not to exceed $5,028,000,000 for assistance pursuant to the provisions of 
the Mutual Defense Assistance Act of 1949, as amended (22 U.S. C. 1571 
1604), for countries which are parties to the North Atlantie Treaty and for any 
country of Europe (other than a country covered by another title of this Act), 
which the President determines to be of direet importance to the defense of the 
North Atlantie area and whose increased ability to defend itself the President 
determines is important to the preservation of the peace and security of the 
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North Atlantic area and to the security of the United States (any such 
determination to be reported forthwith to the Committee on Foreign Rela- 
tions of the Senate, the Committee on Foreign Affairs of the House of Repre- 
sentatives, and the Committees on Armed Services of the Senate and of the 
House of Representatives), and not to exceed $100,000,000 of such appro- 
priation for any selected persons who are residing in or escapees from the 
Soviet Union, Poland, Czechoslovakia, Hungary, Rumania, Bulgaria, Albania, 
Lithuania, Latvia, and Estonia, or the Communist dominated or Communist 
occupied areas of Germany and Austria, and any other countries absorbed 
by the Soviet Union either to form such persons into elements of the military 
forces supporting the North Atlantic Treaty Organization or for other 
purposes, when it is similarly determined by the President that such assistance 
will contribute to the defense of the North Atlantic area and to the security 
of the United States. In addition, unexpended balances of appropriations 
heretofore made for carrying out the purposes of the Mutual Defense Assist- 
ance Act of 1949, as amended, through assistance to any of the countries 
covered by this paragraph are hereby authorized to be continued available 
through June 30, 1952, and to be consolidated with the appropriation 
authorized by this paragraph. Section 408 (c) of the Mutval Defense Assist- 
ance Act of 1949, as amended (22 U.S. C. 1579), is hereby repealed. There 
is hereby authorized to be appropriated to the President for the fiscal year 1953 
not to exceed $3,620,317,000, for assistance pursuant to the provisions of the 
Vutual Defense Assistance Act of 1949, as amended (22 U’. S. C. 1571-1604) 
to countries eligible for assistance under this paragraph; and in addition uner- 
pended balances of any appropriations heretofore made pursuant to this para- 
graph are authorized to be continued available for their original purposes through 
June 30, 1953, and to be consolidated with the appropriation hereby authorized. 

(2) not to exceed $1,022,000,000 for assistance pursuant to the provisions 
of the Economie Cooperation Act of 1948, as amended (22 U.S. C. 1501-1522) 
(including assistance to further European military production), for any 
country of Europe covered by paragraph (1) of this subsection and for any 
other country covered by section 103 (a) of the said Economie Cooperation 
Act of 1948, as amended. In addition, unexpended balances of appropriations 
heretofore made for carrying out the purposes of the Economie Cooperation 
Act of 1948, as amended, are hereby authorized to be continued available 
through June 30, 1952, and to be consolidated with the appropriation author- 
ized by this paragraph: Provided, That not to exceed $10,000,000 of the 
funds made available pursuant to this paragraph may be utilized to effectuate 
the principles set forth in section 115 (e) of the Economie Cooperation Act 
of 1948, as amended. There is hereby authorized to be appropriated to the 
President for the fiscal year 1958 not to exceed $1,588,922,000, to carry out the 
purposes and provisions of this paragraph; and in addition unexpended balances 
of appropriations heretofore made pursuant to this paragraph are authorized 
to be continued available for their original purposes through June 80, 1953, and 
to be consolidated with the appropriation hereby authorized. 

(b) Not to exceed 10 per centum of the total of the appropriations granted 
pursuant to this section may be transferred, when determined by the President 
to be necessary for the purpose of this Act, between appropriations granted 
pursuant to either paragraph of subsection (a): Provided, That the amount 
herein authorized to be transferred shall be determined without reference to 
any balances of prior appropriations continued available pursuant to this 
section: Provided further, That, whenever the President makes any such 
determination, he shall forthwith notify the Committee on Foreign Relations 
of the Senate, the Committee on Foreign Affairs of the House of Representa- 
tives, and the Committees on Armed Services of the Senate and of the House 
of Representatives. 

(c) Unexpended balances of appropriations made available for assistance to 
Spain pursuant to this section by the Act of October 31, 1951 (Public Law 249, 
Fighty-second Congress), are authorized to be continued available until June 30, 
1958. 


Section 201 oF tTHr Murua Security Act 


TITLE II NEAR EAST AND AFRICA 


Sec. 201. In order to further the purpose of this Aet by continuing to pro 
military assistance to Greece, Turkey, and Iran, there sre hereby uthorized te 
he appropriated to the President for the fiscal vear 1952, not to exeeed $396.25), - 
)00 for furnishing assistance to Greece and Turkey pursuant to the provisions 
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of the Act of May 22, 1947, as amended (22 U.S. C. 1401-1410), and for furnishing 
assistance to Iran pursuant to the provisions of the Mutual Defense Assistance 
Act of 1949, as amended (22 U. S. C. 1571-1604). In addition, unexpended 
balances of appropriations heretofore made for assistance to Greece and Turkey, 
available for the fiscal year 1951, pursuant to the Act of May 22, 1947, as amended, 
and for assistance to Iran pursuant to the Mutual Defense Assistance Act of 
1949, as amended, are hereby authorized to be continued available through June 
30, 1952, and to be consolidated with the appropriation authorized by this section. 
There is hereby authorized to be appropriated to the President for the fiscal year 1953 
not to exceed $529,614,000, to carry out the pur poses and provisions of this section; 
and in addition unexpended balances of any appropriations heretofore made pursuant 
to this section are authorized to be continued available for their original purposes 
through June 30, 1953, and to be consolidated with the appropriation hereby author- 
ized. 
SecTION 203 oF THE Mutua Security Act 


Sec. 203. In order to further the purpose of this Act in Africa and the Near 
Fast, there are hereby authorized to be appropriated to the President, for the 
fiscal year 1952, not to exceed $160,000,000 for economic and technical assistance 
in Africa and the Near East in areas other than those covered by section 103 (a 
of the Economie Cooperation Act of 1948, as amended (22 U.S. C. 1502). Funds 
appropriated pursuant to this section shall be available under the applicable pro- 
visions of the Economie Cooperation Act of 1948, as amended (22 U.S. C. 1501 


‘ 
1522), and of the Act for International Development (22 U.S. C. 1557 There 
as hereby authorized to be appropriated to the President for the fiscal year 1958 not 
to exceed $48,038,000, to carry out the purposes and provisions of this section; and 
in addition unexpended balances of any appropriations heretofore made pursuant to 
this section are authorized to be continued available for their original purposes through 
June 30, 1953, and to be consolidated with the appropriation hereby authorized. 


New Secrion 206 or THE Murvuat Securiry Aci 


Sec. 206. In addition to the amounts authorized by section 2038, there is here by 
authorized to be appropriated not to exceed $56,772,000 for carrying out the purposes 
and provisions of section 204 of this Act, relating to Palestine refugees, during the 
fiscal year 1953; and not to exceed $66,380,000 for carrying out the pur poses and 
provisions of section 205 of this Act, relating to refugees in Israel, during the fiscal 
year 19538 Provided, That amounts appropr aled purs iant to th 8 section u hich the 
Presid nt finds cannot be e fie clively expe nded to carry out the purposes and Provisions 
of sections 204 and 205 may be tran she rred to and merged with the appropriations 


} 
authorized by section 208. 


Section 301 or tHE Murvau Securiry Ac 


TITLE Ill ASIA AND PACIPFI¢ 


Sec. 301. In order to carry out in the general area of China (including the 
Republie of the: Philippines and the Republic of Korea) the provisions of sub- 
section (a) of seetion 303 of the Mutual Defense Assistance Act of 1949, as 
amended (22 U.S. C. 1604 (a)), there are hereby authorized to be appropriated 
to the President for the fiscal vear 1952, not to exceed $535,250,000 In addition, 
unexpended balances of appropriations heretofore made for carrving out the 
provisions of title II] of the Mutual Defense Assistat Act of 1949, as amended 
22 U.S. C. 1602-1604), are herebv a { to be continued available throug! 
June 30, 1952, and to be consolidated wit appropriation authorized by this 
section Not to exeeed $50,000,000 of funds appropriated pursuant to this 
section (exeluding balances of appropriations continued available) mav be ac- 
counted for a pro\ ided in subs tiotr A of said section 3803 There mS he eby 
aulhorized ft hy ipprop? aled to fl Pre dent te fhe fiscal jea 1958 not to exceed 
S$5338,859,000, hy arryu out the Oke and 7 x , ; Ta Oo? and 1ddie 
tior inex vended halar “ws of an {/ approp ratio? heret ( mod f 
PC ) are bg a ; fo D ) labl i} nal g 
th ) 1} j ( ( ] nd to ¢ consol led ap ) fie Dy 
authorized 

Section 302 or tHE Murua. Security Act 

Src. 302. (a) In order to further the purpose of this Act through the strength- 

ening of the area covered in section 301 of this Act (but not including the Republie 
+} 


of Korea), there are hereby authorized to be appropriated to the President, for the 
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fiseal vear 1952, not to exceed $237,500,000 for economic and technical assistance 
in those portions of such area which the President deems to be not under Com- 
munist control. Funds appropriated pursuant to authority of this seetion shall 
be available under the applicable provisions of the Economie Cooperation Act of 
1948, as amended (22 t 8S. C. 1501-1522), and of the Act for International 
Development (22 U. 8. C. 1557). In addition, unexpended balances of funds 
heretofore made available for carrying out the purposes of the China Area Aid Act 
of 1950 (22 U.S. C. 1547) are hereby authorized to be continued available through 
June 30, 1952, and to be consolidated with the appropriation authorized by this 
section. There is hereby authorized to be appropriated to the President for the fiseal 
year 1953 not to exceed $356,354 ,000, to carry out the purposes and provisions of this 
subsection; and in addition wnexpended balances of any appropriations heretofore 
made pursuant to this subsection are hereby authorized to be continued available for 
their original purposes through June 30, 1953, and to be consolidated with the appre- 
preation hereby authorized. Appropriations made pursuant to thts subsection may be 
used without being limited by section 508 of this Act, the section which limits economic 
assistance to that necessary to carry out mutual defense programs. 

(b) The third proviso of section 202° of the China Area Aid Act of 1950 is 
amended by inserting “and of Korea” after “selected citizens of China” the first 
time it appears therein. Unetpended balances of altocations heretofore made to 
the Secretary of State pursuant to that proviso shall be continued available until 
expended, 

Section 303 (a) anp (b) oF THE Mutua. Security Act 


Spe. 308. (a) In order to provide for a United States contribution to the 
United Nations Korean Reconstruction Ageney, established by the resolution of 
the General Assemblv of the United Nations of December 1, 1950, there are 
hereby authorized to be appropriated to the President for the fiscal year 1953 not 
to exeeed $45,000,000. In addition, unobligated balances of the appropriations 
heretofore made, and available during the fiscal vear 1951, for assistance to 
Korea under authority of the Far Fastern Economie Assistance Act of 1950, as 
amended (22 U.S. C. 1543, 1551, 1552), are hereby authorized to be continued 
available through June 30, [1952] 7953, and to be consolidated with the appro- 
priation authorized by this section. Jn addition, the U'nited States Department 
of the Army is hereby authorized to make available to the United Nations Korean 
Reconstruction Agency, at the time when that Agency assumes full responsibility for 
relicf and rehabilitation in Korea, goods and services of a value not to exceed $67 ,500,- 
000 which the Department of the Army then has on hand or on order for civilian 
reliet in Korea and which the President determines should be contributed by the 
U'nited States to the United Nations Korean Reconstruction Agency for use in its 
relief and rehabilitation onerations in Korea. The value of goods and services made 
available pursuant to the preceding sentence shall be credited toward the contribution 
to be made by the United States to the United Nations Korean Reconstruction Agency. 
Not to exceed 50 per centum of the total of the appropriations authorized by this 
section may, when determined by the President to be necessary for the purpose 
of this Act, be transferred to and consolidated with the appropriation authorized 
by paragraph 302 (a). 

(b) The sums made available pursuant to subsection (a) may be contributed 
from time to time on behalf of the United States in such amounts as the President 
determines to be appropriate to support those functions of the United Nations 
Korean Reconstruetion Agenev which the military situation in Korea permits 
the Agency to undertake pursuant to arrangements between the Agency and the 
United Nations Unified Command. [The aggregate amount which may be con- 
tributed on behalf of the United States pursuant to the preceding sentence shall 
be reduced by the value of goods and services Made available to Korea by any 
department or agency of the United States for relief and economic assistance after 
the assummtion of responsibility for relief and rehabilitation operations in Korea 
by the United Nations Korean Reconstruction Agency.] 


Tirte IV or tHe Morvan Sscuriry Act 
TITLE IV—-AMERICAN REPUBLICS 


Sec. 401. In order to further the purpose of this Act through the furnishing 
of military assistance to the other American Republics, there are hereby author- 
ized to be appropriated to the President, for the fiscal year 1952, not to exceed 
$38,150,000 for carrying out the purposes of this section under the provisions of 
the Mutual Defense Assistance Act of 1949, as amended: Provided, That such 
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assistance Mav be furnished only in accordance with defense plans which are found 
by the President to require the recipient country to participate in missions im- 
portant to the defense of the Western Hemisphere. Any such assistance shall be 
subject to agreements, as provided herein and as required by section 402 of the 
Mutual Defense Assistance Act of 1949, as amended (22 U.S. C. 1573), designed 
to assure that the assistance will be used to promote the defense of the Western 
Hemisphere; and after agreement by the Covernment of the United States and 
the country concerned with respect to such missions, military assistance hereunder 
shall be furnished only in accordance with such agreement 

Src. 402. In order to further the purpose of this Act among the peoples of the 
American Republics through the furnishing of technical assistance, there are 
hereby authorized to be appropriated to the President, for the fiscal year 1952, 
not to exceed $21,250,000 for assistance under the provisions of the Aet for 
International Development (22 U. 8. C. 1557) and of the Institute of Inter- 
American Affairs Act, as amended (22 U. 8. C. 281). 

Sec. 408, In addition to the amounts he retofore authorized and appropriated, there 
are hereby authorized to be appropriated to the President for the fiscal year 1953 not 
to exceed $54,501,000 to carry out the purposes and provisions of section 401, which 
relates to military assistance for Latin America, and not to exceed $19,215,000 to 
carry out the purposes and provisions of section 402, which relates to technical assist- 
ance for Latin America. In addition, unexpended balances of the appropriation 
heretofore made pursuant to each such section are authorized to be continued available 
for their original purposes through June 30, 1953, and to be consolidated with the 
applicable appropriation authorized by this section. 


Sectrion 514 or THE Murvan Securiry Acr 
(sTRaATEGIC MATERIALS 


[Sec. 514. In order to promote the increased production, in areas covered by 
this Act, of materials in which the United States is deficient, not to exceed 
$55,000,000 of the funds authorized to be appropriated pursuant to section 101 
(a) (2) of this Act may be used pursuant to the authority contained in the Eco- 
nomic Cooperation Act of 1948, as amended (22 U.S. C. 1501-1522).J 


522 or THE MutTuaL Security Act 


[Loans 


[Sec. 522. Section 111 (c) of the Economie Cooperation Act of 1948, as amended 
(22 U.S. C. 1501-1522), is hereby amended by adding a new paragraph as 
follows: 

(‘‘(3) Of the assistance provided under the applicable provisions of this Act 
with funds made available under the authority of the Mutual Security Act of 1951, 
as great an amount (in no event less than 10 per centum) as possible shall be 
provided on credit terms de 


SECTION 


SrcevTion 519 (a) or THE Mutuan Security Acr 
LOCAL CURRENCY 


Sec. 519. (a) Upon a determination by the Director that it will further the 
purpose of this Act, not to exceed $10,000,000 of the funds made available pur- 
suant to section 203 of this Act and not to exceed $25,000,000 of funds made 
available pursuant to section 302 of this Act may be advanced out of funds made 
available for assistance under the Economic Cooperation Act to countries covered 
by said sections in return for equivalent amounts of the currency of such countries 
being made available to meet local currency needs of the aid programs in such 
countries pursuant to agreements made in advance with the United States: 
Provided, That except when otherwise prescribed by the Director as necessary to 
the effective accomplishment of the aid programs in such countries, all funds so 
advanced shall be held under procedures set out in such agreements until used to 
pay for goods and services approved by the United States or until repaid to the 
United States for reimbursement to the appropriation from which drawn. 
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New Sections 532, 533, 534, 535 anp 536 or THE MurvaL Securiry Act 

Sec. 532. The provisions of section 119 of the Economic Cooperation Act of 
1948, as amended (22 U. S. C. 1517), which concern exemption from contract 
and accounting laws, shall apply to the performance of functions authorized by this 
Act. 

Sec. 533. (a) Notwithstanding section 2 of the Act of July 31, 1894 (6 U.S. C. 
62), which prohibits certain retired officers from holding certain office, any retired 
officer of any of the services mentioned in litle 37 of the United States Code may hold 
any office or appoiniment under this Act or the Mutual Defense Assistance Con- 
trol Act of 1951, but the compensation of any such retired officer shall be subject 
to the provisions of the Act of June 30, 1932 (6 U. S. C. 59a), which does not per- 
mit retired pay to be added to the compensation received as a civilian officer. 

(b) Officers of the United States Public Health Service and officers of the Coast 
and Geodetic Survey, who are assigned for duty under this Act outside the continental 
limits of the United States, may receive the allowances and benefits provided for 
officers in the Foreign Service Reserve or Staff by the Foreign Service Act of 1946, 
as amended (22 lv. C. S. 801-1204), and may also receive salary differentials as 
provided in that Act computed on their basic pay under the Career Compensation 
Act of 1949, as amended (37 U.S. C. 231-820); and, in addition to any quarters 
furnished them by the Government, such officers may receive, during the period of 
their assignment for duty outside the continental limits of the United States, the 
allowance payable under section 302 (f) of the Career Compensation Act of 1949, 
as amended (37 U.S. C. 252 (f)). 

Sec. 584. In order to encourage further the movement of migrants from European 
countries having surplus population, there is hereby authorized to be appropriated 
to the President $8,734,000 for use in making contributions for the calendar year 
1958 to the Provisional Interqgovernmental Committee for the Movement of Migrants 
from Europe established at Brussels, Belgium, on December 5, 1951, or to any suc- 
cessor organization. 

Src. 535. The authority to pay ocean freight charges on shipments of relief sup- 
plies and packages under section 117 (c) of the Economic Cooperation Act of 1948, 
as amended (22 U.S. C. 1515 (c)), shall be continued and may be exercised after 
June 30, 1952, by any department or agency of the Government that the President 
may designate: Provided, That, this authority shall hereafter also be applicable to 
relief shipments hb» voluntary nonprofit relief agencies registered with and apnroved 
by the Advisoru Committee on Voluntary Foreign Aid to any country eligible for 
economic or technical assistance under this Act: And provided further, That not to 
exceed $2,446,000 are authorized to be appropriated to the President for the fiscal 
year 1958 for use in paving ocean freight charges under section 117 (c) of the Eco- 
nomic Cooneration Act of 1948, as amended. 

Sec. 586. The authority to make informational media guaranties under section 
111 (b) (3) of the Economic Cooperation Act ef 1948, as amended, shall be con- 
tinued and may be exercised after June 30, 1952, by any department or agency of 
the Government that the President may designate, 


Section 403 (d) or THE Mutuat Derense AssisTANce Act or 1949 


(d) Not to exceed $450,000,000 worth of excess equipment and materials may 
be furnished under this Act or mav hereafter be furnished under the Act of Mav 
22, 1947, as amended: Provided, That after June 30, 1950, such limitation shall 
be inereased bv $250,000,000 and after June 30, 1951, bv an additional $300,000,- 
O00L. J, and after June 30, 1952, by an additional $200,000,000. For the purposes 
of this subsection, the worth of anv excess equipment or materials means either 
the actnal gross cost to the United States of that particular equipment or materials 
or the estimated gross cost to the United States of that particular equipment or 
materials obtained by multiplying the number of units of such particular equip- 
ment or materials by the avereve gross cost of each urit of that equipment or 
materials owned by the furnishing ageney. 


Section 408 (e) or tHe Murvat Derense Asststance Act or 1949 


(e) (1) The President may, from time to time, in the interest of achieving 
standardization of militarv equipment and in order to provide procurement assist- 
ance without eost to the United States, transfer, or enter into contracts for the 
procurement for transfer of equipment, [materials] materials, or services to: 
(A) nations eligible for assistance under title I, IT, [or III of this Act,] 7//, or 
IV of the Mutual Security Act of 1951, or (B) a nation which has joined with the 
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United States in a collective defense and regional arrangement, or (C) any inter- 
national mtlitary organization or headquarters if, in the opinion of the President, 
such assistance will further the purposes of this Act, or [(C)] (D) any other nation 
not eligible to join in collective defense and regional arrangement referred to in 
clause (B) above, but whose ability to defend itself orto participate in the defense 
of the area of which it is a part, is important to the security of the United States: 
Provided, That, prior to the transfer of any equipment, materials, or services to a 
nation under this clause [(C)] (D), it shall provide the United States with assur- 
ance that such equipment, materials, or services are required for and will be used 
solely to maintain its internal security, its legitimate self-defense, or to permit it 
to participate in the defense of the area of which it is a part, or in United Nations 
collective security arrangements and measures, and that it will not undertake any 
act of aggression against any other state: Provided further, That, in the ease of any 
such transfer, the President shall forwith notify the Committee on Foreign 
Relations of the Senate, the Committees on Armed Services of the Senate and 
of the House of Representatives, and the Committee on Foreign Affairs of the 
House of Representatives 

(2) Whenever equipment or material is transferred from the stocks of, or 
services are rendered by, any agency, to any nation or inter? ational o g intzation 
as provided in paragraph (1) above, such nation or international organization 
shall first make available the fair value, as determined by the President, of such 
equipment, materials, or services before delivery or, when the President determines 
it to be in the best interests of the United States, thin 
fair value for the purpose of this paragraph shall not be less for the various cate- 
gories of equipment or materials than the [‘‘value”’] value as defined in subsection 
(c) of section 403: Provided, That with respect to excess equipment or materials 
the fair value may not be determined to be less than the value specified in para- 
graph 1 of that subsection plus (a) 10 per centum of the original gross cost of such 
equipment or materials; (b) the scrap value; or (¢c) the market value, if ascertain- 
able, whichever is the greater. Before a contract is entered into, or rehainilitation 
work is undertaken, such nation shall (A) provide the United States with a de- 
pendable undertaking to pay the full amount of such contract or the cost of such 
rehabilitation which will assure the United States against any loss on the contract, 
or rehabilitation work, and (B) shall make funds available in such amounts and 
at such times as may be necessary to meet the payments required by the contract 
or the rehabilitation work in advance of the time such payments are due, in addition 
to the estimated amount of any damages and costs that may accrue from the 
cancellation of such contract or rehabilitation work: Provided, That the total amount 
of outstanding contracts under this subsection, less the amounts which have been 
paid the United States by such nations, shall at no time exceed [[$500,000,000] 
$700,000,000. 


i days thereafter. The 








(3) The provisions of section 409 of this act shall not apply to equipment, materials, 
and commodities made available under this subsection. 


Section 404 (b) or THe Act ror INTERNATIONAL DEVELOPMENT 


(b) Within the limits of appropriations made available to carry out the purposes 
of this title, the President is authorized to make contributions to the United 
Nations for technical cooperation programs carried on by it and its related organi- 
zations which will contribute to accomplishing the purposes of this title as effec- 
tively as would participation in comparable programs on a bilateral basis. ‘lhe 
President is further authorized to make contributions for technical cooperation 
programs carried on by the Organization of American States, its related organiza- 
tions, and by other international organizations: Provided, ‘lhat for the fiscal vear 
ending June 30, 1952, sueh contributions from funds made available under author- 
itv of sections 101 (a) (2), 203, 302, and 402 of the Mutual Security Act of 1951 
shall not exceed in the aggregate $13,000,000, and the use of such contributions 
shall not be limited to the area covered by the section of the Act from which the 
funds are drawn. Provided further, That for the fiscal year 1953 not to exceed 
$14,848,000 is authorized to be appropriated to the President for use in making con- 
tributions under this subsection. 


SEcTION 413 (a) or THE Act FoR INTERNATIONAL DEVELOPMENT 


Sec. 413. In order to carry out the purposes of this title 
(a) The President shall appoint, by and with the advice and consent of the 
Senate, [a person J an Administrator for Technical Cooperation, who, under 
the direction of the President or such other officer as he may designate pur- 
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suant to section 412 hereof to exercise the powers conferred upon him by this 
title, shall be responsible for planning, implementing, and managing the 
programs authorized in this title. He shall be compensated at a rate fixed 
by the President without regard to the Classification Act of 1949 but not in 
excess of [$15,000] $16,000 per annum. The President may also appoint, 
by and with the advice and consent of the Senate, a Deputy Administratcr for 
Technical Cooperation who shall perform such functions as the Administrator 
shall designate, and shall be Acting Administrator for Technical Cooperation 
during the absence or disability of the Administrator or in the event of a vacancy 
in the office of the Administrator. The Deputy Administrator shall receive 
compensation at a rate fixed by the President without regard to the Classification 
Act of 1949 but not in excess of $15,000 per annum. 


SecTion 32 (b) (2) or THE SurPivus Prorverty Act or 1944, as AMENDED 


(2) In carrying out the provisions of this section, the Seeretary of State is 
authorized to enter into an executive agreement or agreements with any foreign 
government for the use of currencies, or credits for currencies, of such government 
[acquired as a result of such surplus property disposals,] held or available for 
expenditure by the United States or any agency thereof (or deposited pursuant to 
agreements entered into pursuant lo section 115 (b) (6) and 115 (h) of the Economi: 
Cooperation Act of 1948, as amended), and not required by law or agreement with 
such government lo be expended or used for any other purpose, for the purpose of 
providing, by the formation of foundations or otherwise, for (A) financing studies, 
research, instruction, and other educational activities of or for American citizens 
in schools and institutions of higher learning located in such foreign country, or of 
the citizens of such foreign country in American schools and institutions of higher 
learning located outside the continental United States, Hawaii, Alaska (ineluding 
the Aleutian Islands), Puerto Rico, and the Virgin Islands, including payment for 
transportation, tuition, maintenance, and other expenses incident to scholastic 
activities; or (B) furnishing transportation for citizens of such foreign country 
who desire to attend American schools and institutions of higher learning in the 
continental United States, Hawaii, Alaska (including the Aleutian Islands), 
Puerto Rico, and the Virgin Islands, and whose attendance will not deprive citizens 
of the United States of an opportunity to attend such schools and institutions: 
Provided, however, That uo such agreement or agreements shall provide for the use 
of an aggregate amount of the currencies, or credits for currencies, of any one 
country in excess of $20,000,000 or for the expenditure of the currencies, or credits 
for currencies, of any one foreign country in excess of $1,000,000 annually at the 
official rate of exchange for such currencies, unless otherwise authorized by Con- 
gress, nor shall any such agreement relate to any subject other than the use and ex- 
penditure of such currencies or credits for currencies for the purposes herein set 
forth: Provided further, That for the purpose of selecting students and educational 
institutions qualified to participate in this program, and to supervise the exchange 
program authorized herein, the President of the United States is authorized to ap- 
point a Board of Foreign Scholarships, consisting of ten members, who shall serve 
without compensation, composed of representatives of cultural, educational, stu- 
dent and war veterans groups, and ineluding representatives of the United States 
Office of Education, the United States Veterans’ Administration, State educational 
institutions, and privately endowed educational institutions: And provided further, 
That in the selection of American eitizens for study in foreign countries under this 
paragraph preference shall be given to applicants who shall have served in the 
military or naval forces of the United States during World War I or World War II, 
and due consideration shall be given to applicants from all geographical areas of 
the United States. The Secretary of State shall transmit to the Congress not 
later than the Ist day of March of each year a report of operations under this 
paragraph during the preceding calendar year. Such report shall include the 
text of any agreements which have been entered into hereunder during the pre- 
eeding calendar year, and shall specify the names and addresses of American 
citizens who are attending schools or institutions of higher learning in foreign 
countries pursuant to such agreements, the names and locations of such schools 
and institutions, and the amounts of the currencies or credits for currencies 
expended for any of the purposes under this paragraph in each such foreign 
country during the preceding calendar year. 
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